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plant or machinery is scrapped or disposed of. 
It is accordingly suggested that in place of the 
present wear-and-tear allowance for Income Tax 
purposes there should be given an allowance 
for depreciation, which should cover not only 
wear-and-tear but also obsolescence, with a 
reservation that if plant or machinery should be 
disposed of at a price in excess of the written- 
down value, such excess should be taken to the 
credit of profit and loss account. 


The organising secretary of the Export Credit 
Guarantee Department of the Board of Trade 
stated in a lecture recently delivered by him on 
“Credit Insurance” that the Department had 
doubled its business in the year 1934-35. The 
major part of the Department’s time, he said, 
was occupied in connection with comprehensive 
guarantees under which the exporter included all 
his business with overseas customers. This class 
of guarantee, he added, was exceedingly popular, 
and would, he anticipated, be more widely used 
in the near future. The latest development was 
to provide cover against frozen foreign debts, a 
form of guarantee which could be obtained by 
way of an addendum to the comprehensive 
guarantee. 

The House of Lords has given an important 
judgment in relation to Income Tax assessments 
on tied houses in the case of Whelan (Inspector of 
Taxes) v. Alfred Leney & Co., Limited. The 
question before the Court was whether the 
respondents who owned a number of tied houses 
were assessable to Income Tax under Schedule D 
in respect of the amount by which the aggregate 
rents payable to them under leases of licensed 
premises exceeded the amount of the aggregate 
annual values of the premises as assessed under 
Schedule A. The Crown claimed that the rent 
paid under the leases was not for the land alone 
but partly for the ties affecting the licensed 
premises, and that the portion payable in respect 
of the ties did not arise from property in the land 
assessable under Schedule A, but from a profit 
assessable under Schedule D. The appeal, which 
was at the instance of the Crown, was dismissed. 


Lord Russell of Killowen, in delivering judg- 
ment, pointed out that the tie and the land could 
not be disposed of separately. The tenant could 
terminate the tenancy at three months’ notice, 
and it was therefore clear that nothing was paid 
for the tie, but only for the land with the rights 
attaching to its ownership. The lessee paid a 
rent in excess of the Schedule A value because 
of the profitable use which he hoped to make of 
the land, and that rent was received by Leney 
and Co. in respect of their property in the land and 


nothing else. When once profits and gains 
arising from property in land had been charged 
to Income Tax under Schedule A no further 
Income Tax could be charged in respect of those 
profits and gains ; but if the owner carried on, 
on the land, some activities which resulted in 
profits arising not from property in the land 
but from the owner’s user thereof, those profits 
might be chargeable to Income Tax. An instance 
of this was the Salisbury House case and another 
that of Rotunda Hospital. 


Can the client account of a solicitor be made 
the subject of a garnishee order? This was the 
point at issue in the case of Plunkett v. Barclays 
Bank Limited. The plaintiff, who was a practising 
solicitor, had opened a client account with the 
defendant bank in compliance with the Solicitors 
Act of 1933. A garnishee order nisi was made 
and served on the bank, in consequence of which 
a cheque drawn upon the client account was 
returned marked “ Refer to Drawer,” and the 
plaintiff thereupon brought an action for alleged 
breach of contract and libel. The matter came 
before Mr. Justice du Pareq, who, after referring 
to the terms of sect. 8 of the Solicitors Act, 1933, 
stated that in his opinion there existed the 
relationship of debtor and creditor between the 
bank and the solicitor and that the client account 
accordingly came within the Rules of the Supreme 
Court which deal with the attachment of debts. 
He therefore held that, in the circumstances, the 
client account was subject to the garnishee order 
and that there was no breach of contract or libel. 


We do not think that when the Solicitors Act 
and the Rules thereunder were drafted it was 
contemplated that the client account would be 
subject to a garnishee order, and it is noteworthy 
that in this case Mr. Justice du Parcq pointed out 
that there was no reason why, in similar cases, 
the order should not be so drawn that a solicitor’s 
client account would not be affected by it. 


As we go to press a decision has been given 
by the House of Lords reversing the judgment 
of the Court of Appeal in the case of Inland 
Revenue Commissioners v. Crossman and Others. 
The case has reference to the valuation for Estate 
Duty purposes of shares on which there is a 
restriction as to transfer. We hope to deal with 
the matter more fully next month. 


A Bill has been introduced ‘into the House of 
Lords by Lord Wright for the purpose of amend- 
ing the enactments relating to solicitors. It is 
proposed that a solicitor shall not without special 
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Jeave take an articled clerk until the solicitor 
has been in continuous practice for five years ; 
also that evidence of good character and suit- 
ability for service under articles shall be furnished 
by a person entering into articles of clerkship. 
Amendments are likewise proposed with regard 
to the term of service under articles and the fee 
payable on registration. 


An Association of Fixed Trust Managers has 
been formed by seven of the Fixed Trust groups. 
Membership of the Association is to consist of 
Managers of Fixed Trusts and the Council of the 
Association will decide what Joint Stock Com- 
panies, Corporations, firms or other bodies will 
act as Managers. The constitution and rules of 
the Association are based upon the recom- 
mendations of the Sub-Committee of the Stock 
Exchange, with certain additions. 


In reply to a question in Parliament the 
Chancellor of the Exchequer stated that from 
1932 to 1934 the amount of Income Tax written 
off as irrecoverable on account of the bankruptcy 
of individuals or the liquidation of companies 
was less than one half per cent. of the total amount 
of the tax. This one half per cent. of the total 
net receipts from Income Tax from 1932 to 1934 
inclusive amounts to £3,839,190. The question 
was raised in relation to a bankruptcy case where 
Income Tax arrears over a period of ten years 
were stated to have amounted to £16,000. 


In the case of Imperial Chemical Industries 
the appeal of the Deferred Shareholders has been 
dismissed by the Court of Appeal and leave to 
carry the case to the House of Lords was refused. 
The appeal was against the judgment of Mr. 
Justice Eve, who approved the capital reorganisa- 
tion of the company, which had for its objective 
a reduction of capital from £95,000,000 to about 
£89,500,000. The case for the Deferred Share- 
holders was that the scheme was unnecessary 
and unfair, and that all the material facts were 
not disclosed. 


The Annual Report of the Commissioners of 
Inland Revenue for the year ended March 8\st, 
1935, gives a table showing the numbers and 
capital values of estates on which duty was paid. 
By far the greatest numbers fall into two groups— 
one where the values are between £100 and £1,000 
and the other where the values range between 
£1,000 and £5,000. In each of these groups 
there were over 33,000 cases. At the other end 
of the table were fourteen estates with capital 
values exceeding £1,000,000. Four of these were 
between £2,000,000 and £8,000,000, and one 
exceeded £3,000,000. 


THE PEPPER CASE. 


THE appeal in the Pepper Case having now been 
dismissed, it is possible to discuss the points 
that arose, and to consider the general effect of 
the statements of the law relating to prospectuses 
contained in the summing-up of Mr. Justice 
Atkinson and in the judgment of the Appeal 
Court. We doubt if anyone who studied the 
lucid and penetrating summary which the jury 
heard from Mr. Justice Atkinson ever anticipated 
that any plea of misdirection would be upheld. 
A more complete and balanced summary of facts, 
combined with a clear and precise statement of 
the law, has seldom been placed before a jury. 
It was, in fact, described in the Appeal Court 
as a masterpiece of clarity and fairness. In 
this issue will be found a full report of the judg- 
ment of the Court of Appeal, which was delivered 
by the Lord Chief Justice, Lord Hewart. 

The real issue on the appeal was a purely legal 
one, namely, whether the prospectus was false 
within the meaning of sect. 84 of the Larceny 
Act, which provides :— 

Whosoever being a director, manager, or 
public officer of any body corporate or public 
company, shall make, circulate or publish, or 
concur in making, circulating, or publishing 
any written statement or account which he 
shall know to be false in any material particular, 
with intent to deceive or defraud any member, 
shareholder, or creditor of such body corporate 
or public company, or with intent to induce 
any person to become a shareholder or partner 
therein, or to intrust or advance any property 
to such body corporate or public company, or 
to enter into any security for the benefit 
thereof, shall be guilty of a misdemeanour. . . . 

In the Court of Appeal Counsel for the defence 
endeavoured to show that Mr. Justice Atkinson 
went too far in directing the jury that they 
could find the defendants guilty in the absence 
of proof of a definite mis-statement in the pros- 
pectus, although the document taken as a whole 
might convey, and have been intended to convey, 
a false impression of a material character. It 
was contended that no prospectus ought to be 
submitted to the test of whether it was a complete 
picture. The Judge had directed that the jury 
must be satisfied that the defendants “ knew 
they were doing wrong, that they knew the 
prospectus was a false one and they intended 
by what they did to get money out of the public 
which they would never have got if they had told 
the whole truth.”” It was argued that this was a 
different proposition from that upon which the 
conviction was obtained in the Royal Mail case, 
where the prospectus contained definite state- 
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ments of fact which could be said to be false. 
Here the Lord Chief Justice interposed to ask 
whether, under sect. 84 of the Larceny Act, the 
prosecution could not say that the total effect of 
the document was and was intended to be false. 
Later on, in delivering judgment for the Court 
of Appeal, Lord Hewart said the question was 
not whether the facts of the two cases were 
identical, but whether the well settled principles 
of law which were stated in Rex v. Kylsant were 
applicable to the present case. In the opinion 
of the Court they clearly applied. 


The case turned on the non-disclosure of future 
commitments as to which Lord Hewart said that 
future commitments of an ordinary business 
were a very different thing from a colossal gamble. 
The difference was not only one of degree but of 
kind. To advertise a business as an ordinary 
business seeking development when money was 
really being asked for to feed and supply an 
ambitious gamble was simply deceit. As a test 
he said that to ascertain whether the document 
was false in any material particular, or in all 
material particulars, one might ask the question 
whether, if the facts had been revealed, or even 
clearly indicated, any man of sense would 
have put his money into the scheme. As regards 
the summing-up, he said that Mr. Justice Atkin- 
son examined the facts of the case with com- 
pleteness and care and stated the law with 
precision and accuracy. 


The conclusions to be drawn from the case are 
thus clear. The penalties of the law cannot be 
escaped simply by avoiding the publication in a 
prospectus of any statement which is false. The 
prospectus must be taken as a whole and must not, 
by a material omission, intentionally convey a 
false impression. Forward commitments of a 
normal character need not be mentioned, but 
anything in the nature of a speculation or gamble 
is in a different category. 


—— 


MARRIED WOMEN BANKRUPTS. 


Prior to the Law Reform (Married Women and 
Tortfeasors) Act, 1935, the law relating to the 
bankruptcy of a married woman was that if she 
was engaged in trade or business and not other- 
wise, whether separately from her husband or 
not, as though she were a femme sole (i.e., an 
unmarried woman, whether spinster or widow), 
she might be made bankrupt. In Re Gardiner 
(1887) it was held that if a married woman was 
not engaged in trade she was not subject to the 
bankruptcy laws, even if possessed of separate 


property. 


Part I of the Act of 1935, relating to bank- 
ruptcy of married women, came into operation 
on August 2nd, 1935; Part II, which relates to 
proceedings against and contribution between 
tortfeasors, came into operation on November Ist, 
1935. 


Now, as regards bankruptcy, a married woman 
is in exactly the same position as regards rights 
and liabilities as if she were a man or single 
woman in regard to debts incurred after 
August 2nd, 1935. By sect. 1 (d) of the Act of 
1935, a married woman is to be subject to the 
law relating to bankruptcy and to the enforce- 
ment of judgments and orders in all respects as 
if she were a femme sole. By sect. 2 (1), all 
property which (a) immediately before the passing 
of the Act was the separate property of a married 
woman or was held for her separate use in equity ; 
(b) belongs at the time of her marriage to a 
woman married before the passing of the Act; 
or (c) after the passing of the Act is acquired by 
or devolves upon a married woman, is to belong 
to her in all respects as if she were a femme sole 
and may be disposed of accordingly. By sect. 4 
(1) (c) nothing in the Act is to enable any judg- 
ment entered into, or debt or obligation incurred, 
before the passing of the Act, to be enforced in 
bankruptcy or to be enforced otherwise than 
against her property. This provision takes away 
the previous right of bankruptcy against a 
married woman who has been engaged in trade 
or business under sect. 125 of the Bankruptcy 
Act of 1914. That section, which is now repealed 
by the Second Schedule to the Act of 1935, 
provided that every married woman who carried 
on a trade or business, whether separately from 
her husband or not, was to be subject to the 
bankruptcy laws as if she were a femme sole. 
Where she carried on a trade or business and a 
final judgment or order for any amount was 
obtained against her, whether or not expressed 
to be payable out of her separate property, that 
judgment or order was to be available for bank- 
ruptcy proceedings against her by a bankruptcy 
notice as though she was personally bound to 
pay the judgment debt or sum ordered to be paid. 


In Re a Debtor (No. 490 of 1935), the appellant, 
a married woman, found by the Registrar to be 
carrying on a business, had a receiving order 
made against her before the passing of the Act 
of 1935. Sect. 38 (2) of the Interpretation Act, 
1889, enacts that where any Act repeals any 
other enactment, unless the contrary intention 
appears, the repeal is not to-affect the previous 
operation of any enactment so repealed or any- 
thing duly done under any enactment so repealed ; 
or affect any right, obligation or liability incurred 
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under any enactment so repealed. The Court 
of Appeal held that the Registrar’s finding that 
she was carrying on a business was _ justified, 
and that, as the receiving order was made before 
the passing of the Act of 1935, the order remained 
valid notwithstanding sect. 4 (1) (c) of the Act. 
As the receiving order in Re a Debtor was made 
before August 2nd, 1935, this decision leaves open 
the question whether a bankruptcy notice can 
be served since that date in pursuance of a 
judgment previously obtained, i.e., against 
4 married woman carrying on _ business. 
Apparently the Interpretation Act, 1889, sect. 38, 
limits the repeal of the Bankruptcy Act, 1914, 
sect. 125, whereby the effect of that repeal is 
less important than it appears at first sight. 

The Bankruptcy Act, 1914, as now amended 
by the Act of 1935, provides that where a married 
woman who is bankrupt has property the income 
of which is subject to a restraint on anticipation, 
the Court has power to order that the whole or 
‘some part of such income be paid to the trustee 
for distribution amongst the creditors, and in 
the exercise of such power the Court is to have 
regard to the means of subsistence available for 
the woman and her children. 

The Act of 1935 repeals sects. 1 to 5 of the 
Married Women’s Property Act, 1882, which 
include provisions as to capacity of holding 
property ; contracting as a femme sole; loans 
by husband to wife ; and as to property acquired 
after marriage. The limitations in sects. 7 
{transfer of stock), 12 (protection and security of 
property), 13 (liability for ante-nuptial debts), 
and 28 (rights of legal personal representative) 
of the Act of 1882, provided by the words 
“separate property” are repealed. Sect. 14 
of the Act of 1882, which provides for the 
liability of a husband for his wife’s ante-nuptial 
debts, is repealed, as also sect. 15, which provides 
that a husband and wife may be jointly sued for 
such debts. 


INCORPORATED ACCOUNTANTS’ 
_ BENEVOLENT FUND. 

On account of advancing years, Mr. E. W. C. Whittaker, 
J.P., F.S.A.A., Southampton, and Mr. Arthur E. Piggott, 
F.S.A.A., Manchester, have tendered their resignations as 
‘Trustees of the Fund. Both were original Trustees when the 
Benevolent Fund was founded in 1892. The resignations 
have been accepted with regret by the remaining Trustees, 
who have nominated to fill the vacancies Mr. William 
Paynter, F.S.A.A., London, and Mr. Percy Toothill, 
F.S.A.A., Sheffield, and have asked them to act until the 
text annual meeting of subscribers, when their appoint- 
ment will come up for confirmation. 

The Trustees have expressed to Mr. Whittaker and 
Mr. Piggott their cordial thanks for their long and con- 
‘tinued interest in the work of the Benevolent Fund and 
it is proposed to recommend them for election as Vice- 
Presidents of the Fund. 


@bituarp. 


SIR JAMES ALEXANDER COOPER. 

We regret to record that Sir James Alexander Cooper, 
K.B.E., F.S.A.A., died on March 20th, at the age of 69. 
Sir James, who became a member of the Society of 
Incorporated Accountants and Auditors in 1901, was 
for some years a partner in the firm of Cooper & Kenny, 
Dublin. During the War he was in charge of raw materials 
finance at the War Office and the Ministry of Munitions, 
receiving the honour of C.B.E. in 1918 and of K.B.E. 
in 1921. He was on the board of the British and Aus- 
tralian Wool Realisation Association (Bawra), which, 
after the close of the War, successfully liquidated large 
stocks of wool. His business acumen was widely recog- 
nised in the City. He is survived by Lady Cooper and 
three daughters. In recent years he was well known as a 
director of several important companies, including the 
Lancashire Cotton Corporation Limited, Vickers- 
Armstrong Limited, and Goodyear Tyre and Rubber 
Company (Great Britain), Limited. 


THOMAS GREENHALGH. 

We learn with regret that Mr. Thomas Greenhalgh, 
F.S.A.A., one of the founders of the Incorporated Account- 
ants’ District Society of North Lancashire, died on 
March 2nd, at the age of 62. Mr. Greenhalgh had been a 
member of the Society of Incorporated Accountants and 
Auditors since 1907. He carried on practice in Blackpool 
for forty years—since 1924 as senior partner in the firm of 
T. Greenhalgh & Co., Incorporated Accountants. In 
1909 he took part in the formation of the North Lan- 
cashire District Society, and for ten years he remained a 
member of the Committee. 

The funeral took place on March 6th at the Parish 
Church, Lytham, where Mr. Greenhalgh had held the 
office of churchwarden. 


WILLIAM HENRY PAYNE. 

It is with deep regret that we record the death on 
March 15th of Mr. W. H. Payne, F.S.A.A., for ten years 
a member of the Council of the Society of Incorporated 
Accountants and Auditors. Mr. Payne was 68 years of 
age. He became a member of the Society in 1891, after 
taking Honours in the Final examination. At that time 
he was in the service of Messrs. Cooper Brothers & Co., 
London, but shortly afterwards he founded the firm of 
W. H. Payne & Co., of which he remained the senior 
partner until the date of his death. He served as Auditor 
to the Society from 1915 to 1925, when he was elected as a 
member of the Council. In November, 1935, he was 
obliged to resign his seat on the Council owing to failing 
health, and received the cordial thanks of his colleagues 
for his long services to the Society. He continued to 
hold the office of Trustee of the Incorporated Accountants’ 
Benevolent Fund, to which he was elected in 1930. 

Mr. Payne was keenly interested in the Incorporated 
Accountants’ Students’ Society of London, of which he was 
the President in 1896, and Honorary Auditor from 1901. 
He was Treasurer of the Incorporated Accountants’ 
Masonic Lodge from its inception. 

Mr. Payne had two daughters and three sons, one of 
whom, Mr. William Payne, fell in the War. His other 
two sons, Mr. Stuart D. Payne and Mr. Warwick G. Payne, 
are members of the firm of W. H. Payne & Co. 

The funeral took place on March 19th, and was attended 
by Mr. S. D. Payne, Mr. W. G. Payne (sons), Mr. Walter 
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Holman (Vice-President of the Society of Incorporated 
Accountants), Mr. Richard A. Witty, Mr. W. Paynter, 
Mr. R. T. Warwick, and Mr. M. J. Faulks (Members of 
the Council), and Mr. J. C. Fay (Secretary of the Incor- 
porated Accountants’ Students’ Society of London and 
District). 


— —- 


a me 


QUESTIONS IN PARLIAMENT. 


Taxation of Stock Exchange Profits. 
On March 8rd, Mr. Evuts Smita asked the Chancellor of 
the Exchequer if he would consider taking steps for the 
taxation of Stock Exchange profits. 


Mr. NEVILLE CHAMBERLAIN replied that he assumed Mr. 
Smith had in mind any gains that might be made in 
transactions in stocks and shares. He would remind 
him that, except where such transactions could be regarded 
as part of the ordinary trading or business operations, the 
gain or loss was of a capital character and was not taken 
into account in computing income tax liability. He 
saw no reason for changing the law in this matter. 


Mr. Situ asked if the Chancellor would not reconsider 
the matter, in view of the speculation which had taken 
place in aircraft shares and particularly in view of the 
promise of the Prime Minister on the subject. 


Mr. Taytor: Will not the Minister also consider 
recouping some of the losses ? 
No reply was given. 


Re-armament Profits. 

On March 12th, Mr. Taurtwe asked the Chancellor of the 
Exchequer if, in view of the declared intention of the 
Government to prevent the making of excessive profits 
by suppliers in connection with the rearmament pro- 
gramme, he would say what was the Government’s criterion 
of excessive profit, stated in terms of net profit per £100 
worth of material supplied. 


Mr. CHAMBERLAIN: The policy of his Majesty’s Govern- 
ment is that, in cases where it is impossible to secure 
effective competitive tendering, contracts should be 
settled on the basis of allowing a fair and reasonable 
profit, having regard to the circumstances of each case, 
including such factors as the extent of the orders and a 
reasonable return on the capital assets directly employed. 
A standard percentage of profit on the production costs 
of the goods supplied would be found in practice to lead 
to indefensible results. 


Mr. THurRTLE: Is the right hon. gentleman not aware 
that there is a great deal of public interest in this matter, 
and will he give us a rather more specific definition of 
what he considers to be reasonable profits in such a case ? 


Mr. CHAMBERLAIN : I am aware that there is a good deal 
of interest in the subject, but it is not so simple as the 
hon. member seems to imagine. It is not susceptible of 
definition merely by stating a particular rate of profit. 
The assets on which it is made have to be considered, 
and there are many other factors which make it impossible 
to lay down any hard-and-fast rules without leading to 
the opposite result to that which the hon. member 
and the Government desire. 


Mr. H. Witi1aMs: Is it not a fact that a fixed flat rate 
of profit would result in abnormal profits in certain cases ? 


Mr. CHAMBERLAIN: That is exactly; what I intended 
to convey. 


Society of Hncorporated Accountants 
and Quditors. 


MEMBERSHIP 
The following additions to the Membership of the 
Society have been completed since our last issue :— 
ASSOCIATES. 

Arrcuison, JouHn, with Robert Fryer, 45, Hope Street, 
Glasgow. 

Bartierr, WALTER NuGent, with Walter Hunter, 
Bartlett, Thomas & Co., 24, Bridge Street, Newport, 
Mon. 

Basu, Depasrata, B.Se., with Easton Simmers & Co., 
98, West George Street, Glasgow. 

Boiam, JAMES NorMAN, with C. H. Mears & Co., 15, New 
Bridge Street, London, E.C.4. 


CuirrorD, Trmotny JosePu, B.Comm., 68, South Place, 
Cork, Practising Accountant. 

Cottey, Cuar.es, with Harry Cunningham & Co., Hills 
Chambers, 189, Norfolk Street, Sheffield. 

Crick, KENNETH MAyNarD, with Swallow, Crick & Co., 
31, Priestgate, Peterborough. 

Curp, Frank Henry, with C. A. H. Holloway, Basildon 
Chambers, East Street, Shoreham. 

Curtis, Winston, with F. Jennings & Co., Borough 
Chambers, Neath. 


Dawson, KENNETH CAREY, with Percy Mason & Co., 
64, Gresham Street, London, E.C.2. 

Doopson, Norman, County Accountant’s Department, 
Kent County Council, Sessions House, Maidstone. 


East, Tuomas Roycrort, B.Comm., with Cooper and 
Kenny, 34, Dame Street, Dublin. 

Fotey, Patrick Joserps, B.Comm., with Magennis, 
Burns, Griffin & Co., City Chambers, 4, Lapp’s Quay, 
Cork. 

Goveu, RaymMonp WI1L11AM, with Irvine & Co., 15, Wal- 
brook, London, E.C.4. 

GREEN, GeorGE, with Meredith, Turner & Co., 126, 
Colmore Row, Birmingham. 

Ison, WaLTeR DovueGtas, with Cash, Stone & Co., 48, 
Copthall Avenue, London, E.C.2. 


Jenkins, Mervyn Criss. with Ashmole, Edwards and 
Goskar, Cornhill Chambers, Christina Street, Swansea. 


MontaGuE, Frank Moutpram, with Edwin G. Pulsford, 
233, High Street, Poole. 

MunsLow, FREDERICK WILLIAM, with Cooper-Parry, Hall, 
Doughty & Co., 102, Friar Gate, Derby. 

RaiLron, CourTENEY Hucnu, with H. A. Smith (Newport), 
Ltd., 10, Stow Hill, Newport (Mon.) (formerly 
Articled Clerk). 

Rees, Josep Tuomas, with Brinley Bowen & Mills, 
22, Wind Street, Swansea. 

Sanat, VISHNU, B.A., formerly with Sahgal, Chatrath and 
Soni, 8, Ferozepur Road, Lahore. 

Sen, Benoy Kumar, B.Sc., B.A. (Com.), with Garnett, 
Rydeheard & Co., 44, Corporation Street, Man- 
chester, 4. 

Suorron, Witu1am Lanza, with Price, Waterhouse and 
Co., 26, Beursplein, Rotterdam. 

STALLABRASS, FREDERICK DENNIS, with Peat, Marwick 
‘Mitchell & Co., 11, Ironmonger Lane, London, E.C.2. 


TrupGiaAN, Tuomas Perer Francis, with Turquand, 
Turquand & Co., 2, Broad Street Buildings, Londor, 
E.C.2. 

VenmoreE, Rocer Epwarp, with Arthur Gait, 30, High 
Street, Newport (Mon.). 

Watters, Artuur Paut Gorn, formerly with Trevor 
Davies, Gantner & Co., 5, Great Winchester Street, 
London, E.C.2. 
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THE PEPPER CASE. — 


Judgment on Appeal. 

The following is a full report of the Judgment of the 
Court of Appeal :— 

After hearing arguments lasting for more than two 
days, the Lord Chief Justice (Lord Hewart) and Lords 
Macnaghten and du Pareq, in the Court of Criminal 
Appeal, on March 18th, dismissed the appeals in the 
so-called Pepper Case. 

The appellants were Mr. Garabed Bishirgian, produce 
broker, of Park Lane, W.:; Mr. John Henry Charles 
Howeson, director, of Halcot House, Bexleyheath, and 
Mr. Louis Hardy, director, of The Pines, Bexley. They 
had all been convicted, at the Central Criminal Court, of 
offences in connection with the issue of a prospectus 
concerning the flotation of James & Shakespeare, Ltd., 
and Mr. Justice Atkinson sentenced the first two to 
twelve months in the second division and Hardy to nine 
months in the second division. They now appealed 
against the conviction. 

Sir Patrick Hastings, K.C., and Mr. C. L. Henderson 
appeared for Mr. Bishirgian ; Sir William Jowitt, K.C., 
and Mr. G. D. Roberts for Mr. Howeson; Mr. Walter 
Monckton, K.C., and Mr. Walter Frampton for Mr. Hardy. 
The Attorney-General (Sir Thomas Inskip, K.C.), and 
Mr. Eustace Fulton and Mr. L. A. Byrne represented the 
Director of Public Prosecutions. 

Lord Hewart, giving the judgment of the Court, said : 
These three appellants, two of whom are present, were 
convicted at the Central Criminal Court on February 21st 
last upon an indictment containing two counts. It may 
be convenient to refer to the very words of the indictment. 
The first count describes the offence which is charged in 
these terms: ‘* Knowingly making a false statement in a 
prospectus with intent to induce persons to become 
shareholders, contrary to sect. 84 of the Larceny Act, 
1861.” The particulars of the offence are stated in these 
terms: ‘* Garabed Bishirgian on September 3rd, 1934, 
being a director of a certain public company, James & 
Shakespeare, Ltd., made, circulated or published, or 
concurred in making, circulating or publishing, a certain 
written statement, a prospectus, which he knew to be 
false in a material particular, with intent to induce 
persons to become shareholders in the said company. 
Howeson and Hardy aided and abetted the said Bishirgian 
to commit the said offence.” That is the first count. 
The second is described as conspiracy to contravene 
sect. 84 of the Larceny Act, 1861, and the particulars are 
these: ‘* Bishirgian, Howeson and MHardy between 
December 31st, 19383 and September 7th, 1934, conspired 
together and with other persons whose names are unknown, 
that the said Bishirgian, being a director of a certain 
public company, James & Shakespeare, Ltd., should 
make, circulate or publish, or concur in making, circulat- 
ing or publishing, a certain written statement, a prospectus, 
which he knew to be false in a material particular, with 
intent to induce persons to become shareholders in the 
said company.” 

The jury, after a protracted trial, convicted the appel- 
lants on both counts of the indictment, and Bishirgian 
and Howeson were then sentenced to twelve months 
imprisonment in the Second Division and Hardy to nine 
months in the Second Division. From that conviction 
all the appellants now appeal. 

In addition to the particulars contained in the indict- 
ment, two sets of further particulars were delivered and 
handed to the appellants. The first of these is a document 
entitled ‘ Particulars of omissions which made _ the 


prospectus of James & Shakespeare, Ltd., false in a 
material particular.” It may be well to read this docu- 
ment, which consists of two paragraphs: (1) The pro- 
spectus states that James & Shakespeare had an option 
to purchase 101,000 ordinary shares of £1 each of Williams 
Henry & Co., Ltd., and had the right to subscribe, after 
exercising that option, for 49,000 unissued shares of the 
same company at 25s. each. It states that it was the 
intention of the directors, immediately after the allotment 
of the shares they were offering to the public, to exercise 
that option and to acquire the unissued shares for a total 
sum of £162,250, but the prospectus, while purporting to 
set out the nature of the business and the assets and 
liabilities of Williams Henry & Co., Ltd., omitted to 
state that Williams Henry & Co. had forward commit- 
ments, at the date of the prospectus, amounting in shellac 
to £399,079 and in pepper to £967,046, a liability which 
in the event of Williams Henry & Co. failing to meet its 
obligations would make the shares which James & Shake- 
speare were acquiring, valueless. ‘There was in fact, no 
specific mention in the prospectus of either shellac or 
pepper. (2) The prospectus also states that it was proposed 
to acquire the valuable goodwill and organisation of the 
metal and produce department of Bishirgian & Co., but 
it omitted to state that Bishirgian & Co. had acted as 
brokers in Williams Henry & Co.’s purchases of shellac 
and pepper, and that James & Shakespeare, by acquiring 
that part of the business, would become brokers for 
Williams Henry & Co. in any future purchases which 
might be necessary (in view of their heavy existing 
commitments) for them to make in shellac and pepper 
in order to keep up the prices on the market, and that, 
in default of their principals, James & Shakespeare would 
be liable for such further commitments as brokers. 

There followed another document which is headed in 
this way: “ Particulars showing how the omission in the 
prospectus made it false in a material particular,” and 
this again is divided into two paragraphs. First, the 
prospectus is alleged to be false as a whole ; and secondly, 
the prospectus gave the impression to any member of the 
public reading it that he was being invited to invest in 
an old-established metal dealers’ and brokers’ business, 
which, with a view to consolidating and enlarging its 
business and obtaining adequate capital, desired to 
acquire two other businesses carrying on ordinary business 
in metal and commodities. 

Those were the charges and those were the particulars. 
It may be well also to read the section of the Statute with 
which both counts in the indictment had to do, 

Sect. 84 of the Larceny Act, 1861, provides as follows : 

‘“ Whosoever being a director, manager or public 
officer of any body corporate or public company, shall 
make, circulate or publish, or concur in making, circulating 
or publishing, any written statement or account which 
he shall know to be false in any material particular, with 
intent to deceive or defraud any member, shareholder 
or creditor of such body corporate or public company, 
or with intent to induce any person to become a share- 
holder or partner therein, shall be guilty of a mis- 
demeanour.” 

Now, our attention has been directed, in the course of 
the argument on behalf of the appellants, to many cases, 
including an antecedent to the recent case of Rex v. 
Kylsant reported in 1932, 1 King’s Bench, page 442. 
It has been said, and said correctly, in the course of the 
argument, that the decision of this Court in that case 
lays down no new law. It merely applies to the facts 
of that particular case law which for a long time was well 
settled. The judgment of the Court begins by referring 
to various authorities which, in the view of this Court, 
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supported the view of the law which had been contained 
in the summing up of Mr. Justice Wright, as he then was. 


Lord Hewart referred to a case in 1900 when Lord 
Macnaghten said : “ It is a trite observation that every 
document, as against its author, must be read in the sense 
which it was intended to convey, and everybody knows 
that sometimes half a truth is no better than a downright 
falsehood.” 


The Lord Chief Justice went on to refer to passages 
from other judgments which had also been read, and 
continued: There can be no doubt that the law which 
is applicable to such a case is perfectly clear. The expres- 
sion of the law varies. The meaning remains identical. 
If a statement is impugned under this section it is because 
there is such a partial and fragmentary statement of fact 
that the withholding of that which is not stated makes 
that which is stated false. Or to use other words, 
there must be “such a non-disclosure as to render the 
document misleading,” or again, in the words of Mr. 
Justice Eve, employed in a case to which our attention 
was directed, ‘“‘the non-disclosure must be the non- 


disclosure of something the disclosure of which would: 


falsify some statement in the prospectus.” 


Now the argument here on behalf of the Crown is not 
merely that that condition is satisfied, but that it is 
satisfied a fortiori where the contention is that the conceal- 
ment of that which has been concealed renders the whole 
prospectus a lie. The case for the Crown here, as I follow 
it, is not that in this or that particular the prospectus 
which was put forward for the purpose of attracting from 
the public large sums of money was in some accidental 
or incidental way false. The case is that the very essence 
and function of this document was to mislead. It was a 
cheat from beginning to end, and the way in which the 
learned Judge, in his extremely careful and complete 
summing up, expressed the matter was plain enough for 
any jury fully to comprehend. He referred to the matter 
again and again. He put it in a very concise sentence 
at an early stage in his summing up. ‘* This document,” 
he said, “‘ cannot be a false document merely because 
something is omitted. It has to go beyond that. The 
omission has to make that which is stated affirmatively 
untrue, untrue in the sense that it creates clearly and 
intentionally an impression in the public—a belief in the 
mind of the public—which is wrong. If it does not, 
there is an end of the case.” 


And elaborating that statement with regard to the 
second ingredient in the charge he immediately added 
this: ‘‘ Did the defendants know of its falsity ? Here 
again you have to be very careful; you have got to be 
precise. It is not enough to say they knew of the omission. 
That is not enough. They have got to know and appre- 
ciate its falsity. In other words, if you are trying to 
describe a state of mind it must be a state of mind which 
amounts to this, ‘ Yes, I know that I have omitted some- 
thing that ought to be there; I appreciate that this is 
making my prospectus aflirmatively false; and I know 
and appreciate that that prospectus will create a certain 
impression, an impression which is not true.’ It is not 
enough merely to say you are satisfied they knew of the 
omission. It is not enough to say you are satisfied that 
they knew it was an important omission. You must g* 
further and say ‘ we are satisfied that they knew that 
this omission made that document a false document,’ in 
the way I have described to you.” 

In the opinion of this Court, that was a correct and fair 
_ direction upon the question of law. 

The complaint which is made here by these appellants 
is that the prospectus—the document which is before the 


Court—offering preference shares and ordinary shares in 
James & Shakespeare, Ltd., was not false in any material 
particular within the meaning of the Statute. The case 
for the Crown was that the evidence proved conclusively 
that the prospectus was false as a whole in that it gave an 
entirely false description of the business in which the 
public were being invited by the prospectus to invest 
their money. The public were invited by this prospectus 
to subscribe £300,000 for preference shares and £112,500 
for ordinary shares in James & Shakespeare, Ltd., a 
company which was carrying on, as it said, business in 
London as metal dealers and brokers, a business founded 
in 1844 and carried on uninterruptedly from that time. 
The prospectus stated that the carrying of stocks on the 
London market for account of clients is essential to the 
successful development of the company’s business which 
had been retarded in the past by the inacequacy of its 
capital resources. Out of the total amount for which 
subscription was being asked—£412,500—the sum of 
£162,000 was to be used in acquiring a majority interest 
in a company called Williams Henry & Co., a company, 
as it was said, with similar interests, having important 
agencies and connections in the United States of America, 
India and the Colonies. That was the only description 
given in the prospectus of the business of Williams Henry 
& Co., and the balance of the £412,500, after providing 
for the expenses of the issue—a balance estimated at 
approximately £225,000—was to supply the additional 
capital resources, the inadequacy of which had retarded 
the successful development of the company’s ordinary 
business. 

The words of the prospectus are: ‘* The substantial 
amount of additional working capital which will now 
become available for that purpose, namely, the carrying 
of stocks on the London market for account of clients, 
should assist materially in extending both the volume 
and the scope of the company’s activities.” 

The contention on the part of the prosecution was that 
the prospectus, by that which it did state with regard 
to the businesses of James & Shakespeare and of Williams 
Henry & Co., and especially by contrast with what it 
omitted to state, gave, and was intended to give, an 
utterly false description of the business into which at that 
time the public were really, though they did not know it, 
being invited to put their money. 

Except for some comparatively minor matters there 
was really no dispute on the facts. The case which was 
made was that the persons behind this prospectus were 
really at this time engaged, not in ordinary business, but 
in a gamble, described indeed in various phrases, but 
always the same thing: to gamble to make a corner in: 
pepper, or control the price or to command the market. 
That gamble had been conducted by the company 
Williams Henry & Co., a private company belonging wholly 
in different proportions to Bishirgian and Howeson, and 
they were advised by a memorandum from a Mr. Walker 
that inasmuch as 12,000 tons was the average annual 
amount of the consumption of white pepper an interest 
in 2,000 to 3,000 tons would provide a decisive influence 
on the trend of prices. By June 30th, 1934, Williams. 
Henry & Co. had bought 2,460 tons of pepper, Mr. 
Bishirgian acting as broker for that company. 


Chere followed on July 24th a decision to buy pepper 
up to a quantity of 6,000 tons. A great deal of the 
discussion in this Court has exhibited once more the 
fallacies which may arise from the mere misuse of terms. 
The particular term which lays the foundation for the 
main fallacy on which the appellants repose is the term 
‘* future commitments.” Anybody who is at al 
acquainted with business and anybody who reads about 
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these companies with intelligence may be taken to know 
that some future commitments there must be. So the 
learned Judge ruled, and indeed it is obvious. Because 
they are future commitments—although no doubt they 
ought to be entered in a properly kept minute book— 
they may well fail to find a place in accounts, duly audited, 
and for this reason: that future commitments do not 
become material for the work of the auditor inasmuch as 
the time has not yet arrived when the commitments have 
crystallised either into profit earned or into a loss incurred. 

The future commitments of a normal business are one 
thing. The future commitments of a colossal gamble are 
different, not merely in degree but in kind. Sir Patrick 
Hastings, in his argument, developed the proposition 
that inasmuch as it is apparent, not from express words 
but from a reasonable inference, that there must be some 
future commitments it is really not material for the 
purposes of the present case, at any rate, to examine the 
dimensions of those commitments. Given the fact, the 
quantum, it is said, does not matter. There, it seems to 
me, lurks the fallacy. The future commitments of a 
normal business are one thing. The airy speculations of 
a colossal gamble are quite a different thing. It is not a 
difference of degree, it is a difference of kind. As the 
Judge explained in the course of his summing up, by using 
apt illustrations to make the point perfectly clear, there 
is not merely some difference but all the difference between 
future commitments of normal trade and future commit- 
ments of an attempt to corner. The financing, as it is 
called, is different. The risks are different, and to 
advertise a business as an ordinary business seeking 
development when money is really being asked for to feed 
and supply an ambitious gamble is simply deceit. 

The argument is not that in this or that particular 
this prospectus was untrue. The argument is that its 
whole purpose and effect were to deceive. It is said that no 
suitable words could have been included in the prospectus 
to repair the omission. It is not quite clear what that 
proposition means. If suitable and true words had been 
there it might well be that the prospectus would not have 
been of much use. Suppose there had been a note: 
“N.B. You are apparently being invited to subscribe 
in a well known old established ordinary business carrying 
on .its operations on approved lines. You are really 
being invited to trust your money to a gambling specula- 
tion to make a corner in pepper.” It would have been 
the truth, but the utility of the prospectus might have 
been extremely small. 

That was the case, and the main facts in the case, 
protracted as it was, are not in dispute. There may be 
some dispute about dates—as to the precise moment of 
time when the gamble began—but it was all antecedent 
to this prospectus, and the purpose for which this money 
was wanted, the purpose to which in fact this money was 
applied, was the bolstering up of a very ambitious scheme 
—which failed—to control the pepper supply of the world, 

In order to ascertain the question whether this docu- 
ment was false in a material particular or in all material 
particulars, one may ask oneself this question: If the 
facts had been revealed, or even clearly indicated, would 
any man of sense have put his money into it? That 
question is sought in argument, and to some extent in 
the evidence, to be answered on the part of the appellants 
by the statement ‘‘ The appellants themselves put money 
into it and themselves undertook large personal risks. 
They believed, they said, that they were on a good 
thing.” 

No doubt there was a time when they entertained the 
most sanguine expectations of this enormous operation 
on which, by degrees, they had entered. That does not 


alter the nature of the operation. The public were not 
told what the good thing was. The public were told that 
the good thing was quite a different good thing, and really 
when one analyses, after hearing all the argument, the 
excuse which is offered on the part of these appellants 
it comes to no more than the excuse of the office boy 
who takes half-a-crown out of the till because he has a 
good thing for the Grand National. 

Morally and legally the transactions are substantially 
on the same footing. The dimensions greatly differ. 
On behalf of these appellants it is contended that the 
judgment in the Kylsant case does not apply. Of course, 
the facts in this case are not identical with the facts in 
the Kylsant case. The question is not whether the facts are 
identical, but whether the well settled principles exhibited 
in that case apply.. In our opinion, they clearly apply and 
apply here a fortiori. The rest of the argument for the 
appellants is that in various respects the Judge misdirected 
the jury. I have read the summing up more than once, 
and I am not going to presume to apply complimentary 
epithets to it. It examines the facts of this case with 
completeness and care. It states the law with precision 
and accuracy. It not only lays it down that if upon the 
whole sum of the matter a reasonable doubt is left in the 
jury’s mind on the question whether the prosecution has 
established its case that doubt must be resolved in favour 
of the prisoners, but it goes further and lays it down 
apparently again and again that upon every question 
incidentally arising in the course of the case any doubt 
must be resolved on the side of the prisoners, and any 
explanation offered by the prisoners must be accepted. 

The appellants cannot complain of a direction like that. 
It is quite true that on the particular topic of conspiracy, 
if the words used by the Judge are to be interpreted 
literally, he appeared to slip into the error of saying that 
in order to complete the crime of conspiracy the criminal 
act intended to be done must in fact be done. Probably 
the phrasing of that particular part of the summing up 
is due to the circumstance that the conspiracy here 
charged was a conspiracy that Bishirgian should make, 
circulate, &c., a written statement which he knew to be 
false, and it may well be that what was in the Judge’s 
mind was that when one looked at the first count or the 
second count the essential ingredient was knowledge on 
the part of Bishirgian that the document was false. But 
that particular passage, relating to conspiracy, which in 
terms, at any rate, laid it down that unless Bishirgian 
did indeed commit the offence of making or circulating 
a false document neither of the other two could be guilty 
of conspiring with him, or with persons unknown, that 
he should make such a false statement, was unduly 
beneficial to the appellants, unless one has to draw the 
inference that on that count the jury were disposed to 
convict the other two appellants and therefore included 
Bishirgian also. 

The Court would be loath to draw any such inference, 
and the sting of that argument entirely goes when one 
remembers that on the first count, on which the jury also 
found a verdict of guilty, it was fundamental that he, 
being a director, should have been found to make a state- 
ment which was false. 

There have been individual complaints of this or that 
passage in the summing up according to the well known 
and perfectly legitimate method of putting every sentence 
in a summing up under a microscope to see if there is 
something with which fault can be found, but we are 
satisfied that this summing up, taken as a whole, and one 
part of it being read with another part of it, was eminently 
fair, and that there is no ground upon which it can be 
alleged that there was affirmative misdirection or that 
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kind of misdirection which consists in omission. It is 
quite true that in one passage the Judge, dealing with the 
date at which the gamble, the attempt to corner, must 
be taken to have started, assumed that he himself was 
the author of a particular suggestion. With all respect 
to the Judge, it is by no means clear that that is correct. 
On the contrary, there are certain passages in the questions 
asked by the Attorney-General which would have been 
needless if it were true that it was left to the Judge, in 
his summing up, to suggest a particular date for the 
inception of the gamble. 

We have listened with attention to all the individual 
complaints which are offered, and in our opinion there is 
no substance in them and there is nothing which affects 
the validity of this verdict. The case was amply proved, 
the law was clearly and accurately stated, and these 
appeals are dismissed. 

Lord Hewart added that as leave to appeal had been 
given the sentences would run from the date of conviction. 


MISUSE OF THE DESIGNATION 
** INCORPORATED ACCOUNTANT.” 


On March 10th an action was brought by the Society of 
Incorporated Accountants and Auditors against William 
Percy Dodds, 34, Salters Avenue, Darlington, asking for an 
injunction ‘‘ to restrain the defendant, his servants and 
agents, until judgment in this action, or further order, 
from using in connection with his business as accountant 
and income tax consultant, or either of such businesses, 
the title or designation of ‘ Incorporated Accountant.’ ”’ 
Counsel for the plaintiff stated that the defendant was 
not present, but had intimated that he was not going to 
oppose, and that he agreed to treat the motion as the 
trial of the action. Mr. Justice Luxmoore granted the 
injunction asked for until trial or further order. 

Upon the hearing of the motion the plaintiffs and the 
defendant, by their counsel, consented that the hearing 
should be treated as a motion for judgment, and the 
Court thereupon ordered ‘‘ that the defendant, his servants 
and agents be restrained from using in connection with his 
business of accountant and income tax consultant or 
either of such businesses the title or designation of ‘ Incor- 
porated Accountant,’ or any designation only colourably 
differing therefrom in such way as to represent or lead 
to the belief that the defendant is a member of the 
plaintiffs.” 


— 


FORTHCOMING EVENTS. 


London and District Society. At Incor- 
porated Accountants’ Hall at 8.30 p.m. 
Reception and Dance. 

South of England District Society (Bourne- 
mouth Regional Committee). At Bourne- 
mouth, at 7.15 p.m. Lecture by Mr. Boniface, 
on “ Fire and Accident Insurance.” 

Belfast and District Society. At Belfast, 
at 7.30 p.m. Students’ Annual Meeting. 

Swansea and South-West Wales District 
Society. At Swansea. Short Papers by 
Students. 

Belfast and District Society. At Belfast, 
at 7.30 p.m. Annual Meeting. 


April 3rd. 


April 6th. 


April 8th. 


April 27th. 


Rebiews. 


‘*Rampart’’ Monthly Audit Programme and 
Notebook. By H. Rainsbury, F.S.A.A. London : 
Alfred H. Atkins, Ltd., 27-28, Fetter Lane, E.C.A. 
(24 pp. Price 6d. net.) 


This is a pocket Audit Programme designed for recording 
and checking .at monthly or other intervals. On the 
first page there is provision for noting the name of the 
client, the audit period and a list of the books in use. 
Following this, each opening provides space for checking 
at as many as twelve monthly intervals, the dates to be 
filled in at the top of the columns as may be required. 
On the left appear the titles of the various books with 
notes under each of the work usually carried out and 
space for adding additional particulars required. Against 
each date-column another column is provided for the 
initials of the clerk who has done the work. At the end 
there is a blank space for adding any books which are 
not enumerated in the printed particulars ; also a number 
of openings for notes and queries and for observations in 
relation to Income Tax matters. The Programme is 
suitable for small or moderate sized businesses, and is 
compiled in very convenient form. 


Income Tax for Professional Students. By W. 7. 
Baxter, B.Com., C.A., London : Sir Isaac Pitman and 
Sons, Ltd., Parker Street, Kingsway, W.C. (180 p). 
Price 7s. 6d. net.) 


Designed for beginners, this book conveys in simple 
language the main principles of Income Tax legislation. 
The author commences with the assumption that the 
reader is not acquainted with income tax matters, anc 
proceeds from the elementary to the more advanced 
stage. Practically the whole field of income tax and 
sur-tax is covered and the text is interspersed with 
many useful examples showing how different sources of 
income are dealt with. Exercises are given at the end 
of the chapters and solutions of these exercises appear 
at the end of the book. Students will find the publica- 
tion very useful as a groundwork. 


Trust Accountancy. By Charles A. Scott, CA. Edin- 
burgh : Oliver & Boyd, Ltd., Tweeddale Court. (160) 
pp. Price 10s. 6d. net.) 


In this useful work the author deals with the adminis- 
tration of Trusts on the principle of charge and discharge. 
The book gives a full explanation of the method o! 
dealing with Trust Accounts under Scots law and 
practice, which in many respects differs from that of 
England. Amongst the numerous matters discussed are 
the Law of Trusts, Judicial Factors, Apportionments, 
Estate and other duties, Schemes of Division and 
Audits. The book embodies a very complete exposition 
of Trust Accountancy as applicable to Scotland. 


Practical Cost Accounting. By H. J. Davidson 
F.C.A. (Aust.). Sydney, Melbourne and Brisbane: 
The Law Book Company of Australasia. Distributed in 
Great Britain by Gee & Co. (Publishers), Ltd., 6, Kirby 
Street, London, E.C.1. (236 pp. Price 12s. 6d. net.) 


This book deals with many aspects of costing, including 
contractors’ accounts, departmental and process accounts. 
multiple accounts, jobbing accounts and standard costs. 
Detailed information is given as to the treatment of the 
various items of expense, together with explanations as to 
procedure at balancing date. - Various premium, bonus 
and other plans of wages payments as an incentive to 
efficiency in production are explained as well as the 
different methods of time recording. Examples are also 
given showing the method of collecting the departmental! 
results and compiling the final figures. 


an 
| — 

— 
= | 


APRIL, 1936] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


229 


Incorporated Accountants’ Society of 
Manchester and District. 


Jubilee Celebration. 
FIFTIETH ANNIVERSARY BANQUET. 

The Incorporated Accountants’ Society of Man- 
chester and District celebrated its Fiftieth Anni- 
versary last month by a banquet at the Midland 
Hotel, Manchester on the 19th, followed by a 
Luncheon on the 20th and a Ball the same evening. 
The Banquet was attended by a large company 
numbering about 400. Mr. William A. Nixon, the 
President, occupied the chair, and amongst those 
present were : 

The Lord Mayor and Lady Mayoress of Manchester 
(Ald. T. S. Williams and Mrs. Williams), the Mayor and 
Mayoress of Salford (Ald. G. W. Sands and Mrs. Sands), 
Mr. R. Wilson Bartlett (President, Society of Incor- 
porated Accountants) and Mrs. Bartlett, Professor 
G. W. Daniels, M.A. (Dean of the Faculty of Commerce, 
Manchester University); Sir John D. Barlow; Mr. 
C. Hewetson Nelson, J.P. (Past President, Society 
of Incorporated Accountants); Mr. Arthur’ E. 
Piggott (Founder Member and Hon. _ Secretary) 
and Mrs. Piggott; Mrs. W. A. Nixon: Mr. W. E. Clucas 
(President, Manchester Chamber of Commerce); Mr. J. F. 
Emery, M.P.; Sir Alan Sykes; Mr. Wilfred Turner, 
J.P. (President, The Textile Institute); Mr. T. H. Jones, 
O.B.E. (Consul for Sweden): The Mayor and Mayoress 
of Eccles (Councillor J. S. Speakman and Mrs. Speakman) ; 
Mr. W. Rostron Duckworth, M.P.; Mr. F. E. Warbreck 
Howell (Town Clerk, Manchester); The Mayor and 
Mayoress of Stretford (Alderman Albert Smith and Mrs. 
Smith); Mr. H. H. Tomson (Town Clerk, Salford) ; Mr. 
Neville J. Laski, K.C. (Recorder of Burnley) ; Sir Thomas 
Keens (Past President, Society of Incorporated Account- 
ants); Mr. John E. Bray, (City Treasurer, Manchester) ; 
Mr. James Blakey (Vice-President, Manchester Socicty of 
Chartered Accountants); Mr. Willis Paterson (President, 
Manchester Law Society); Mr. F. Knowles (Town Clerk, 
Stockport); Mr. Arthur V. Ridgway (Town Clerk, 
Eccles); Mr. J. W. L. Foulkes (Town Clerk, Sale) ; 
Mr. G. H. Abrahams (Town Clerk, Stretford); Mr. 
E. D. G. Liveing (North Regional Director, B.B.C.) ; 
Mr. Henry Morgan (Chairman, London District Society) 
and Mrs. Morgan; Mr. R. Bell (President, Belfast District 
Society) ; Mr. Edmund Lund, M.B.E. (President, Cumber- 
land and Westmorland District Society); Mr. Oswald 
Coope (President, Yorkshire District Society); Major E. 
S. Goulding, O.B.E. (President, Liverpool District Society) ; 
Mr. James Wood ; Mr. W. H. Grainger; Mr. R. Bibby ; 
Mr. H, Burton, B.A.; Mr. R. F. Cartwright, LL.B. ; Mr. 
Edgar Lustgarten ; Mr. A. L. Gibson; Mr. H. G. Waters 
(Chairman, Manchester Society Incorporated Secretaries’ 
Association) ; Mr. A. Cook, J.P. (Chairman, Manchester 
Branch, Chartered Institute of Secretaries); Mr. J. W. 
Halliday (Manager, National Provincial Bank, Man- 
chester); Mr. W. D. Marsden (President, Manchester 
Rotary Club) ; Mr. Joseph Hunter (Chairman, Manchester 
District Branch, Auctioneers’ and Estate Agents’ Insti- 
tute); Mr. Wilson E. Staveacre (Chairman, Manchester 
Stock Exchange); Mr. Henry L. Marsden (Principal, 
Municipal High School of Commerce); Mr. A. A. Garrett, 
M.B.E. (Secretary, Society of Incorporated Accountants) ; 
Mr. E. J. Bowerbank (Manager, Lloyds Bank, Manchester) ; 
Mr. J. M. Gibson (Manager, Westminster Bank, Man- 
chester) ; Mr. B. Mouat Jones, M.A. (Principal, Municipal 


College of Technology) ; Mr. T. M. Young (Deputy Public 
Trustee, Manchester); Mr. F. N. Walker (Manager, 
Midland Bank, Manchester); Mr. Ernest E. Edwards, 
B.A. (Parliamentary Secretary, Society of Incorporated 
Accountants) ; Mr. L. A. West (Senior Official Receiver); 
Mr. Harold Bradburn (General Manager, Williams 
Deacon’s Bank, Manchester); Mr. R. Bruce Johnston 
(Agent, Bank of England) ; Mr. W. Bertram Nelson (Hon. 
Secretary, Liverpool District Society); Alderman John 
Potter, J.P. (President, North Lancashire District Society) 
and Mrs. Potter ; Mr. Arthur W. Watson (President, 
Birmingham District Society) and Mrs. Watson; Mr. R. 
Simpson-Duthie (Hon. Secretary, Cumberland District 
Society); Mr. Robert W. Woodhead (President, North 
Staffordshire District Society) ; Mr. Charles L. Townend 
(President, Bradford District Society; and Mrs. Townend ; 
Mr. Harold R. Horne (President, Nottingham District 
Society) and Mrs. Horne; Mr. T. W. Dresser (Hon. 
Secretary, Yorkshire District Society); Mr. Sidney 
Foster (President, West of England District Society) ; 
Mr. Stanley Scotter (President, Hull District Society) and 
Mrs. Scotter ; Mr.W.T. Manning (Hon. Secretary, Leicester 
District | Society) and Mrs. Manning; Mr. Stanley I. 
Wallis (Hon. Secretary, Nottingham District Society) ; 
Mr. M. H. Groves (President, Newcastle-on-Tyne District 
Society) and Mrs. Groves; Mr. H. Cunningham 
(President, Sheffield District Society) and Mrs. 
Cunningham; Mr. J. E. Spoors (Hon. Secretary, 
Newcastle-on-Tyne District Society); Mr. F. A. Webber 
(Hon. Secretary, West of England District Society) ; 
Mr. A. H. Walkey (Vice-President, Society of Incorporated 
Accountants in Ireland) and Mrs. Walkey; Mr. G. 
Glanville Mullens (President, Swansea District 
Society); Mr. J. W. Richardson (Hon. Secretary, 
Sheffield District Society) ; Mr. J. Paterson Brodie (Hon. 
Secretary, North Staffordshire District Society); Mr. 
Perey H. Walker (Hon. Secretary, South Wales and 
Monmouthshire District Society); Mr. Halvor Piggott 
(Joint Hon. Secretary, Manchester District Society) 
and Mrs. Piggott ; Mr. J. N. Struthers and Mrs. Struthers ; 
Mr. C. McMurray and Mrs. McMurray, Mr. Albert 
Davenport, Mr. W. A. Kinsley, Mr. W. H. Cecil, Mr. 
Cecil Garner, Mr. Frank Bentham and Mrs. Bentham, 
Miss Marian Simpson, Mr. Arthur Brown, Mr. Alfred 
Brown, Mr. C. D. Keeling, Mr. N. C. Barton, Mr. S. V. 
Griffith and Mrs. Griffith, Mr. Victor A. Bell, and Mrs. Bell, 
Mr. S. Garner and Mrs. Garner, Miss I. Tomlin, Mr. S. H. 
Buxton, Mr. Clifford Wardle and Mrs. Wardle, Mr. Charles 
C. Sweet and Mrs. Sweet, Mr. C. C. H. Mills, Miss E. 
Griffiths, Mr. W. H. Chesworth, Mrs. H. G. Waters, Mr. 
Henry Smith (Vice-President, Manchester District Society) 
and Mrs. Smith, Mr. H. P. Downs, Mr. J. M. Williamson, 
Mr. John Hamer, Mr. G. H. Kenyon, Councillor S. Shirley, 
Mr. W. Moss, Mr. Jas. Ridyard, Mr. Daniel Cooper, 
Mr. C. Barlow, Mr. H. Ridyard, Mr. A. Hall, Mr. E. Raines, 
Mr. S. T. Davies, Mr. R. Wood, Mr. Norman Potts, 
Mr. Chas. H. Mellor, Mr. F. O. Wilson and Mrs. 
Wilson, Mr. F. Hindle and Mrs. Hindle, Mr. J. H. 
Atherton, Mrs. H. L. Marsden, Mr. William Eaves and 
Mrs. Eaves, Mr. Frank Harrop and Mrs. Harrop, Mr. 
C. J. Shepherd, Mr. Arnold Watson, Mr. F. A. Pittock, 
Mr. James Bleakley, Mr. H. St. John Jackson and Mrs. 
Jackson, Mr. J. Leigh Worthington, Mr. James A. Hume 
and Mrs. Hume, Mr. Arthur T. Eaves and Mrs. Eaves, 
Mr. George A. Marriott, Mr. T. W. Pickering, Mr. William 
Sharpley, Mr. William Woods and Mrs. Woods, Miss F. 
Clewes, Mr. Chas. E. Rogerson, Mr. T. Stirland, Mr. Lewis 
Lord, Mr. W. H. Brandon and Mrs. Brandon, Mr. Ingvar 
F. Piggott and Mrs. Piggott, Mr. Tom Greenhalgh, Mr. 
W. H. Hyde, Mr. A. J. Watson, Mr. John Buckley, Mr. 
Marius Bech, Mr. F. Cunliffe Piggott and Mrs. Piggott, 
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Mr. A. R. Draper, Dr. F. E. Lomas, Mr. G. J. O’Callaghan 
and Mrs. O’Callaghan, Mr. James Duckworth, J.P., 
Mr. Alfred Southern and Mrs. Southern, Mr. Norman 
K. Heatley, Miss A. E. Patterson, Miss D. Cross,Mr. John 
McIntyre, Mr. John Guest and Mrs. Guest, Mr. A. E. 
Southern, Mrs. V. L. Heatley, Mr. L. Rogerson and Mrs. 
Rogerson, Mr. Arnold Riley, Mr. A. H. Middleton and Mrs. 
Middleton, Mr. S. W. Dronsfield and Mrs. Dronsfield, 
Mr. W. Watkinson and Mrs. Watkinson, Mr. Thomas C. 
Forster, Mr. R. Dryden, Mr. Joseph W. Shepherd, 
Mr. J. Harrison, J.P., Mr. F. D. Webb and Mrs. Webb, 
Mr. C. E. Corcoran and Mrs. Corcoran, Mr. A. H. Horrocks, 
Mr. J. McMurray, Mr. T. Millward Fish, Mr. A. R. Webb 
and Mrs. Webb, Mr. E. Carmichael and Mrs. Carmichael, 
Mr. G. D. Ashcroft, Mr. R. Metcalfe, Mr. Harry McEwen, 
Mr. J. D. Driscoll, Mr. F. Pearson, Mr. Joseph Turner and 
Mrs. Turner, Councillor J. H. Meachin, J.P., and Mrs. 
Meachin, Mr. H. Entwistle and Mrs. Entwistle, Mr. J. E. 
Carhart and Mrs. Carhart, Mr. E. Heald and Mrs. Heald, 
Mr. E. E. Coleman and Mrs. Coleman, Mr. H. R. Evans 
and Mrs. Evans, Lt.-Col. W. Chaloner and Mrs. Chaloner, 
Mr. P. Reay and Mrs. Reay, Mr. J. T. Marshall, LL.B, and 
Mrs. Marshall, Mr. Reg. Hindley, Mr. W. Boyd Nixon, 
Mr. Edwin Haslam, Mr. A. J. Whiteley, Mr. H. Bowers, 
Mr. F. L. Wyatt, Miss Ridgway, Mr. J. W. Aldred, Mr. 
H. Redmayne, Mr. C. H. Syers, Mr. E. T. Chesworth, 
Mr. G. M. P. McKellen, Mr. G. H. Williams, Mr. Norman 
McKellen, Mr. J. Falkingham, Mr. Fred Hargreaves and 
Mrs. Hargreaves, Mr. J. Falconer, Mr. J. Moss, Alderman 
J. Park, Miss V. Lee, Mr. E. Driver, Miss Violet Carson, 
Mr. F. Woodhead, Mr. C. E. White, Councillor F. Cowin, 
Mr. A. Bewley, Mr. J. A. Atkinson and Mrs. Atkinson, Mr. 
H. Owen, Mr. G. H. Handford and Mrs. Handford, Mr. 
C. Yates Lloyd and Mrs. C. Y. Lloyd, Mr. H. Tooke, 
Mr. W. D. Austin, Mr. R. G. E. Mitchell, Mr. G. H. New- 
some, Mr. W. B. Coleman, Mr. W. G. Sporle, Miss I. E. 
Want, Mr. W. Richmond Murray, Mr. F. Hogan, Mr. F. 
Carter and Mrs. Carter, Mr. T. Hodgson and Mrs. Hodgson. 


The CHAIRMAN extended hearty greetings to the 
guests. He said he was particularly happy to say 
that they had received the following telegram from 
His Majesty the King: 

The King sincerely thanks you for the kind 
message you have sent on the occasion of the 
fiftieth anniversary of the foundation of the 
Manchester and District Branch of your Society, 
and for the expression of loyal assurance, which 
His Majesty appreciates. 

Mr. Nixon also read a letter from the Lord Chief 
Justice (Lord Hewart), in the course of which Lord 
Hewart said : “* There is no need to say that I retain, 
and shall always retain, a lively recollection of many 
happy hours spent with your Society in days gone by, 
and of the public-spirited and pioneer work which 
Mr. A. E. Piggott has so admirably accomplished not 
only for your own Society, but also for the profession 
of accountancy as a whole.” Greetings were also 
read from the Chancellor of the Duchy of Lancaster 
(Mr. John Davidson), Professor Henry Clay (of the 
Bank of England), Sir George Paish, and Mr. Sidney 
Chapman. 

Sir Joun D. BaRLow proposed the toast of the 
municipal authorities, to which the Lord Mayor of 
Manchester and the Mayor of Salford responded. 

Professor G. W. DaNnIELs (Dean of the Faculty of 


Commerce of the University of Manchester) proposed 
the toast of “‘ The Society of Incorporated Account- 


ants.” The occasion was peculiar, he said, inasmuch 
as the jubilee of the Manchester Society was being 
celebrated, and the jubilee of the Parent Society was 
celebrated last year. While he was thinking of that, 
the thought came into his mind that it would be 
interesting to compare the conditions of fifty years 
ago with the conditions of to-day. He did not know 
if they had ever thought of it, but if they considered 
what the position was fifty years ago they would 
find that it had perhaps greater similarities with the 
position of to-day than the position of almost any 
other time in our history. For about thirteen years 
prices had been falling, just as they had been falling 
in these post-war years. Between 1873 and 1886 
there had been a fall of about 40 per cent. in prices, 
and the fall continued until the middle of the nineties. 
And, as one would expect, there was a depression of 
trade—a depression so intense as to call forth a 
Royal Commission of Inquiry. If they had been 
curious enough to look up the report of that Royal 
Commission, as he had been recently, they would find 
that there was not a single explanation given of the 
situation of that day that had not been given of the 
situation of to-day. As a matter of fact, removing 
the dates from the report, one might think it dealt 
with the present period. It was interesting to note 
what Lancashire did at that time. That was the time 
when Lancashire decided upon enormous enterprises 
like the Manchester Ship Canal. There was another 
thing that was happening about that time, and here, 
he thought, one could see a link with the Society of 
Incorporated Accountants. A great change was 
taking place in this country, a change which had 
been going on fairly conspicuously for about twenty 
years or more before the Society of Incorporated 
Accountants came into existence. He referred to 
the passing of the Companies Act and the great 
growth of joint stock companies. In 1886, he be- 
lieved, there were about 9,000 such companies in 
the United Kingdom, with a capital of about 
£900,000,000. At the present day there were about 
140,000, with a capital of something like 
£6,000,000,000. Then there had been the tendency 
towards larger scale and greater complexity in 
industry. Now when they looked at these facts they 
could see why the Society of Incorporated Account- 
ants came into existence at that time. The Society 
had now been in existence fifty years. After fifty 
years we still regarded accountants with an awe 
that was not extended to other professions. He 
supposed the facts he had mentioned explained why 
it was that from that beginning in the eighties the 
Society had now grown to a membership of about 
7,000 throughout the British Isles and the Overseas 
Dominions. We could not do without accountants 
to-day. We should have to have more of them. No 
one could to-day see the greater and greater super- 
vision that was being exercised over private enter- 
prise, and the great development of public and semi- 
public enterprise and forms of organisation, without 
seeing that it was essential that there should go with 
it a development of the accountancy profession. 
We had to have it. because accountants were our 
guarantors. We distrusted ourselves, so we had to 
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bring in the accountants because they were entirely 
disinterested, and nobody ever thought of question- 
ing what they said or did. Accountants were accepted 
as the embodiment of disinterested integrity. 
As such we submitted to accountants much as we 
submitted to our medical men when we needed 
overhauling. That, he thought, was the function of 
the accountant. Perhaps in both cases we were a 
bit sceptical when we called them in, and exhilarated 
when they were gone. But in both cases we accepted 
them for our good. There was another thing to which 
he would like to refer—a thing which, he thought, 
was seldom realised—and that was the enormous 
part which the accountancy profession, along with 
other professions, played in the higher education of 
the country. When he looked at the syllabus of 
what had to be done before a man could be accepted 
as a fully-fledged member of their Society, he realised 
that, quite apart from what he would call the pro- 
fessional aspect of it, they were giving to him a very 
good course of training for citizenship—a training 
for citizenship quite apart from education in pro- 
fessional capacity. He would like to express his 
appreciation of the good feeling there had always 
been between the University of Manchester and the 
Society. He had known Mr. Piggott about as long 
as he had known anybody in Manchester. Mr. 
Piggott seemed very little different from what he 
was forty years ago when he first met him, and he 
would like to pay tribute to Mr. Piggott, for whom 
‘e had enormous respect. (Applause.) 


Mr. R. Witson Bart ett, J.P. (President of the 
Society of Incorporated Accountants and Auditors), 
responding to the toast, said that jubilee banquet 
was an important milestone in the history of the 
Manchester Society, and he felt it to be a special 
privilege to be present on such an occasion, and to 
respond to the toast so ably proposed by Professor 
Daniels. He did not intend on this occasion to speak 
much upon professional topics. He had come rather 
to extend his felicitations to the Manchester District 
Society on the occasion of its jubilee. Mention of 
the word jubilee immediately took their memories 
back to those wonderful, unforgettable meetings 
held in the Guildhall, London, last year. Those 
meetings were held in celebration of the jubilee of 
the Parent Society, and on that occasion his pre- 
decessor, the late Sir James Martin, was able to crown 
a lifelong work and a fine record of achievement. In 
one sense it might have been quite proper to have 
held those jubilee celebrations in Manchester instead 
of London, seeing that the Society of Incorporated 
Accountants was formed following upon a conference 
of professional accountants that was held in Man- 
chester in the year 1885. It was interesting to note 
that it was in Manchester also, in the year 1885, 
that a meeting of municipal treasurers took place 
as a result of which the Institute of Municipal 
Treasurers and Accountants was formed, and that 
body celebrated its jubilee at the Guildhall in Decem- 
ber of last year. From these facts it could be con- 
cluded that the accountants of Manchester and 
District were at that time, as they were to-day, 


extremely active in the interests of the profession. 
They assisted to plan with vision, and to lay truly 
the foundations of the Society of Incorporated 
Accountants, which had ever since continued to 
grow in prestige and expand in membership. It was 
indeed a pleasure to him to find that his old friend, 
Mr. Arthur Piggott, was well enough to be with them 
on that occasion. For him in particular that night 
must be a great occasion. That celebration might 
not have been possible without Mr. Piggott’s fifty 
years of devoted and unwearying services as Honorary 
Secretary to the District Society in Manchester, 
services of extreme value especially in those earlier 
years when so many difficulties and trials had to be 
faced. In addition to his work for the Manchester 
District Society, Mr. Piggott had given fifty years of 
loyal and devoted service to the Parent Society in 
London as a member of the Council. He was sure it 
was the wish of every member of the Society that he 
should express sincere thanks to Mr. Piggott for his. 
valuable work over such an extended period. When 
Mr. Piggott joined the Council of the parent body,. 
he was told, the total membership of the Society was 
less than the total membership of the Manchester 
District Society to-day. The total membership then 
was 430; as Professor Daniels had reminded them 
that night, they now had a membership in the 
neighbourhood of 7,000. During the last month or 
two it had been his pleasure and privilege to welcome 
from the Manchester area another member of the 
Council in the person of Mr. Joseph Turner, and 
considering the wonderful progress which the Society 
had made during the period of Mr. Piggott’s member- 
ship of the Council, he wondered what its position 
would be when Mr. Turner’s period of service ended. 
But the number of its members should not be the 
only test of a se“iety’s worth and position. There 
were other tests, and it was pleasing to remember 
a speech delivered in that very room some eight years 
ago by the Lord Chief Justice, when speaking at a 
conference of accountants. Lord Hewart said he was 
able to pay a tribute to the high integrity of the 
accountancy profession in general, and to congratu- 
late the Society of Incorporated Accountants in 
particular on the part it had played in the progress 
which the profession had made. The Parent Society 
had received valuable assistance from many members 
of the Manchester District Society, and he felt he 
would be greatly remiss if he did not mention two. 
other names. First and foremost, he would mention 
the name of Mr. Frederic Walmsley, one of the 
founder members of the Manchester District Society,. 
an original member of the Council of the parent body,. 
and President during the years 1894 to 1898. The 
second name he would like to recall was that of the 
late Mr. Harry Lloyd Price, who was their President 
during the years 1907 to 1910. He was sorry that 
advancing years had prevented Mr. Walmsley from 
being present that night. The younger members of 
the Society must never forget the tremendous debt 
they owed to their founders. The efforts of their 
founders in the early days had built up the profession 
and helped to give it the privileges which it enjoyed 
to-day. He thought it could be truly said that their 
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founders had woven a thread of gold into and through 
the fabric of the Society, and it was the duty of every 
member to-day, and must always be so, to endeavour 
to keep the fabric untarnished. Before closing, he 
would like to quote from the first volume of the 
Incorporated Accountants’ Journal, which contained 
a report of the Manchester Society’s third annual 
dinner, which was held in 1889. He thought they 
would be interested in the somewhat formal method 
of reporting in those days. The report stated: 
“* Dinner disposed of, the rest of the evening was 
devoted to the proposing of and responding to toasts 
incidental to the occasion, combined with inter- 
spersions of songs and recitations.” The report also 
went on to state that there were no fewer than fifteen 
speeches, and that the recitations included one in 
the Lancashire dialect from the President of the 
District Society. It was not surprising to read at 
the end of that report that “ the company separated 
at a late hour.” In order that the present wonderful 
gathering might conclude at a reasonable hour, he 
would close by once more thanking Professor Daniels 


for the very kind and able way in which he had > 


proposed the toast of the Society, and by thanking 
the company for the handsome way in which they 
had received it. (Applause.) 


Sir Tuomas KeEeEns, F.S.A.A., proposed the toast 
of the Incorporated Accountants’ Society of Man- 
chester and District. He warmly congratulated the 
Society upon the marvellous progress it had made in 
its fifty years life. He understood that there was 


some doubt about the exact date when it was formed, - 


but as the doubt came from Liverpool, they would 
know in Manchester how to treat that doubt with 
the respect it deserved. After all, there was no doubt 
about the seniority of the Manchester District Society. 
The Parent Society now covered the whole of His 
Majesty’s Dominions with District Societies. From 
its beginning it had had a marvellous record. Approxi- 
mately half the members were in public practice. 
The Manchester District Society had given three 
Presidents to the Parent Society. Two had already 
been mentioned; the third was Mr. Shaw Green. 
One of the duties of a District Society was to see to 
the education of the junior members. Bearing this 
in mind, they were glad to hear the tribute of Pro- 
fessor Daniels. The Manchester District Society 
was not an examining body, and it therefore escaped 
some of the problems which had to be faced by 
examiners. To-day the examination system was 
rather under a cloud. It was being criticised from 
almost every angle, sometimes, no doubt, with a 
good deal of exaggeration. But the Society of In- 
corporated Accountants could say that before any 
man was allowed to practise as a member he had to 


satisfy examiners whose demands were pretty high, - 


and whatever might be said of the examination 
system, this was not altogether to the disadvantage 
of the accountancy profession. Paying a tribute to 
Mr. Arthur Piggott, who had been the Honorary 
Secretary of the Manchester and District Society for 
fifty years, Sir Thomas said it was rare indeed to find 
examples of such service over so long a_ period. 


They congratulated Mr. Piggott on his restoration 
to health, and Mrs. Piggott for the wonderful care 
which she must have given to her husband in order 
to bring him back to the physical condition in which 
they saw him that night. They thanked Mr. Nixon 
(the Chairman) and Mr. Halvor Piggott (the Secre- 
tary) for the excellent arrangements they had made 
for that banquet. He wished the Manchester and 
District Society long and continued prosperity, and 
was sure they would all support that wish with 
enthusiasm. (Cheers.) 


The CuarrRMAN, responding, thanked Sir Thomas 
for the way in which he had proposed the toast. 
Sir Thomas, he said, had always had a soft spot in 
his heart for the Manchester and District Society, 
and had always been a most welcome visitor to Man- 
chester. It was the oldest, and they liked to believe 
that it was the most important of the District Societies. 
Its members had always been willing and eager to 
give their services to the community for the good of 
their fellows, and possibly it was because of this that 
the Society occupied a unique place in the life of the 
city and the surrounding district. Its status was high, 
and they could not help feeling pride at the esteem 
in which the Society was held by the business com- 
munity of the district. The Manchester and District 
Society had been a great training ground for young 
members of the profession, and many of its former 
members were now occupying important positions 
all over Great Britain and in many parts of the 
Empire. He very much regretted that Mr. Frederic 
Walmsley was not able to be present that night. He 
was a foundation member of their Society, and an 
outstanding member of the profession. He would 
like to pay a tribute to Mr. Halvor Piggott, the son 
of Mr. Arthur Piggott, who had done so much to 
make the arrangements for that night’s gathering, 
and who had written the historical survey of their 
Society. In Manchester they were proud of Mr. 
Halvor Piggott. Of his father, Mr. Arthur Piggott, 
he could only say that his name was known not only 
in this country but wherever accountancy was 
practised in the British Empire. 


Mr. Artruur E. Piccott, who also responded, said 
there was another Past President of the Society whom 
they should not overlook, Mr. Nathaniel Duxbury, 
who was no longer in the district. Mr. Duxbury was 
President during the war period. He was now 77 
years of age, but was still keenly interested in the 
Society and its work. He had written to say that 
his association with the Society was one of the 
brightest recollections of his life. For himself, con- 
tinued Mr. Piggott, he was glad to be spared to take 
part in these celebrations. The tides of life crept 
up the sands of time. Time was merciful and stole 
away our sorrows, but left us the memory of our 
joys. To-night added another joy to the store. 


Mr. J. EMERY, M.P., proposed the toast of “* Trade 
and Commerce,” which was responded to by Mr. 
W. E. CuLucas (President of the Manchester Chamber 
of Commerce) and Mr. WILFRED TURNER (President 
of the Textile Institute). 
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TRIBUTES TO TWO FOUNDATION 
MEMBERS. 

On Friday, March 20th, the Manchester and District 
Society entertained at luncheon two of its foundation 
members, Mr. Frederic Walmsley, J.P., and Mr. 
Arthur E. Piggott. Mr. Piggott served the Society 
for fifty years as Honorary Secretary. Mr. William 
Nixon, President of the Society, was in the chair, 
and the guests included Mr. R. Wilson Bartlett 
(President of the Parent Society) and Sir Thomas 
Keens, a Past President. 

Sir Tuomas KEENS proposed the toast of the 
founder members of the Manchester and District 
Society—Mr. Frederic Walmsley and Mr. Arthur E. 
Piggott. The two founder members whom they 
honoured that day, he said, were old in service, and 
could look back with great satisfaction upon the 
work they had so willingly and faithfully done. As 
members of the Society they were full of gratitude 
for the services which Mr. Walmsley and Mr. Piggott 
had rendered. He was delighted to see Mr. Piggott’s 
family present. Mrs. Piggott had done marvels in 
restoring her husband to the condition in which they 
saw him to-day. He wished to thank both Mr. 
Walmsley and Mr. Piggott for all they had done for 
the Society, and especially to tender his personal 
thanks for all that his happy associations with them 
had meant to him. 

Mr. Frep HARGREAVES supported the toast, 
paying warm tribute to the wise counsel at all times 
given to the Society by Mr. Walmsley, to his inspiring 
leadership, and to his active interest even in advancing 
years, when his attendances at the Society’s meetings 
would bear favourable comparison with those of 
younger members. Mr. Piggott was ever in the van 
of progress, and brought forward many ideas for the 
betterment and progress of the profession. He 
remembered especially the way in which Mr. Piggott 
urged the claim that women should be allowed to 
enter the profession. 

Mr. WALMSLEY said he must thank the gathering 
for their kindness in paying that honour to Mr. 
Piggott and himself. He and Mr. Piggott had worked 
together for a long time, and had looked forward to 
the same goal. He could not help referring on that 
occasion to the late Sir James Martin, a former 
President of the Society, who did much in a troubled 
time for the Society. Sir James once said to him 
that if it had not been for the Manchester and Dis- 
trict Society, there would probably have been no 
Society of Incorporated Accountants. At that 
time a Manchester man stepped into the breach— 
Mr. Jacob Earnshaw—and became President. He 
was grateful that he had had the opportunity to take 
part in the Society’s affairs—in good times and in 
difficult times—and that he had been spared to do 
something to build up the organisation to its present 
state, and to bring about the present status of the 
profession. (Applause. 

Mr. Piccort, in returning thanks, said he carried 
many very happy memories of his association with 
the Society and its work. He would like to acknow- 
ledge the many kindnesses, the hearty support, and 
the affection he had received from members of the 


Society, and from his own staff. If his efforts for the 
Society had given satisfaction, he had given to the 
Society something that had been given to him—a 
worthy son. For his son he would bespeak the kindly 
support which had been given to him throughout the 
years. (Applause.) 

Mr. R. Witson Bart ett (President of the Parent 
Society) then handed to Mr. Piggott a framed copy 
of the resolution of thanks passed by the parent 
body in acknowledgment of Mr. Piggott’s fine work 
on its behalf during the past fifty years. 


ADDRESS BY MR. HAROLD 
MACMILLAN, M.P. 


An interesting feature of the proceedings at the luncheon 
was an Address by Mr. Harold MacMillan, M.P., on 
“Trends of Economic Policy.” 

Mr. MacMILLan, in the course of his address, remarked 
that accountancy in recent years might be said to have 
undergone changes not unlike certain changes that had 
taken place in the profession of medicine. Years ago the 
medical man was, in the main, a man who was called in 
when you were ill; only in recent years had the idea of 
prevention gained ground, and a great part of modern 
medical practice was taken up with the nurture of health 
and the prevention of disease. He thought the same 
thing was true of the profession of accountancy. Accoun- 
tants must be largely interested in what he would call the 
preventive medicine of economics, and in setting up a 
system which would avoid cyclical depression. He had 
tried to call attention to what he believed to be the main 
causes of depression and the cyclical movements of trade, 
but to-day he did not wish to talk so much about the 
problem of equating the production of goods to the demand 
for goods, as to the monetary aspects of the problem, and 
especially to the growing opinion that cyclical depression 
in modern times was due mainly to monetary causes. 

Some years ago Mr. J. M. Keynes laid down the theory 
that one of the chief causes of depression was the failure 
of savings and investments to remain equated. Now saving 
meant refraining from consumption. If the rate at which 
purchasing power was being withheld from the market 
—that was to say, saved by refraining from consumption 
—was not equalled by the rate at which purchasing power 
was put back into the market in the shape of capital goods, 
there was a continual shortage of purchasing power, a 
fall in prices, and a depression. If, on the other hand, as 
might happen under extreme inflationary conditions, there 
was an excess in the rate at which investments were 
being made over the rate at which savings were being 
made, if investment in capital goods exceeded the rate 
justified by saving, then there was a boom. It appeared, 
therefore, that the first purpose of monetary policy must 
be to see that the rate at which purchasing power was 
withheld from the market by saving must be equalled in 
quantity and rapidity—or in time factor—by the rate at 
which it entered the market in the shape of new invest- 
ment. 

Now when they came to study what saving was, and 
why people saved, they had to recognise that there were 
two different aspects of saving. From the national point 
of view, the purpose of saving was to replace worn-out 
capital goods or to supply new capital goods. From the 
national point of view, therefore, the rate of saving and 
the rate of investing ought to bear some relation to the 
standard wished to be maintained. They could imagine a 
society in which there was no saving at all, all goods being 
consumed. That society would be static ; its state might 
be called primitive. To go to the other extreme, take the 
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situation in Russia during the first cycle of five-year 
planning. There, probably, an excessive part of the total 
national activity was engaged in making capital goods, 
with the result that the first five years of the plan were 
a tremendous strain upon the country because there was 


a shortage of consumers’ goods. a 


What the national reason for saving might be, the 
human reason for saving was different. Each human 
being saved for different purposes. The most common 
reason for saving was security against all the dangers that 
beset men in ordinary life. A great part of the saving 
consisted of insurance premiums, friendly society and 
trade union contributions, &c. This represented purchas- 
ing power withheld from consumption to secure safety. 
Now the great demand of security saving was for security 
investment. A great part of this saving was precluded by 
law from being invested in anything but trustee securities. 
Another part was prevented by custom from being in- 
vested in anything but gilt-edged securities and safe 
industrials. The result was a tremendous pressure upon 


the gilt-edged market. 


One of the first necessities in considering the reorganis- 
ation of the capital market was to correct this new ten- 
dency, and make it possible for this saving to be directed 
into more speculative undertakings instead of seeking 
permanent investment in purely gilt-edged things. The 
Government had made a small experiment in this direction, 
the importance and implications of which he did not think 
had been sufficiently understood. There was plenty of 
money available to build the Queen Mary, but a shortage 
of money that was prepared to take the risk. By the 
technique of the Government guarantee, money was made 
available for investment in the building of the Queen Mary. 
That was an interesting example of the new technique. 
There was also the example of the railway development 
plans. 


But they might have the rate of investment equalling 
the rate of saving and yet not have the full optimum level 
of employment. There was a factor to be taken into account 
other than the equation of saving and investment. That 
was the factor of maintaining effective demand—the total 
amount of money spent on both consumers and on capital 
goods. Consideration of that point, he thought, seemed 
likely to take us back from the theory of the classical 
economists to medieval thought. The classical theory 
was that if there was unemployment, it must be because 
wages were too high, and if wages were brought down to 
the economic level, everybody would be employed. That 
theory had really been at the back of all our minds. Since 
the war we had been operating in a fumbling kind of way 
on that theory. 


But the fact was that even if the theory was true, we 
had not got the power to make it effective. It would 
involve the destruction of the social services, which acted 
as a buffer to wages. It involved the destruction of trade 
unions and any kind of artificial system of protection. 
The theory could not be applied without a revolution. In 
1925 an attempt was made to restore the value of money 
in the hope that money wages would fall. That nearly 
produced a revolution. In any other country it would 
have done so. In 1926 we had the general strike. But for 
some years the effort continued, and then in 1931 the 
Governor of the Bank of England was defeated. A Govern- 
ment came into power pledged to maintain the classical 
economic theory, and in two months that theory was 
abandoned. From that abandonment there had been a 
steadyfimprovement ever since, and the country would 
never again allow itself to be immolated upon the altar 
of gold of the Bank of England. And a curious com- 


ment on the theory was that we had not had such a high 
level of employment as during the recent period of rising 
prices. As prices rose real wages fell. Therefore equili- 
brium could be better secured by a rise in prices than by a 
fall in wages. That was the lesson of this post-war period. 

Turning to consider what determined effective demand, 


or the total amount of money spent on consumers’ and 
capital goods, Mr. MacMillan said that this was largely a 
psychological problem, and those economists who had 
treated it as a pure speculation in mathematics were 
wrong. As the total wealth of a community increased it 
would certainly spend more, but the tendency was that it 
did not spend up to the total amount of the increase of 
its income. There was a tendency, especially among the 
richer people, to withhold slightly more from consumption. 
Thus there was a continuing tendency for purchasing 
power to be withheld from the market by means of saving, 
and some means must be found for forcing purchasing 
power into the market. It was important to counteract 
this psychological tendency to save. 


This could be done in three ways. It could be done by 
more capital expenditure. Capital expenditure must be 
put into something ; into productive expenditure, or, if 
one liked, into unproductive expenditure. If you could 
not think of anything else, you might do as the ancient 
Egyptians did, build pyramids, or like the ancient Greeks, 
build fine buildings. Consumption could be increased by 
the method of taking away the power to save from one 
class and handing it to another. That was the method 
of social services. By the extent to which we had done 
that we had prevented collapse in this country. Then 
Sir John Orr’s pamphlet showing that some 50 per cent. 
of the population did not spend sufficient on food to 
maintain a reasonable standard of life suggested another 
field of expenditure. We could also remove the psycho- 
logical urge to save by removing some of the security 
means of saving, by pension systems, health insurance, 
and things like that which in some degree took away the 
need to save. Nevertheless, he thought the tendency to 
save would continue to increase out of proportion to the 
effect of these devices to drive purchasing power into the 
market. 


We were, therefore, driven back to other means of 
bringing about consumption spending as against security 
saving, and that was by a continual fall in the rate of 
interest until it became practically inoperative. That 
brought us to the same medizvalist conclusion as that 
taught by the Fathers of the Church when they said that 
usury was wrong. Put into modern language, that con- 
clusion was that the rental value of money was virtually 
nil, while risk value was legitimate. 


So long as we had a capitalist, or semi-capitalist, state 
of society—and that, in his opinion, remained an essential 
condition of progress—so long as we had such a state of 
society, the rate of investment depended upon what 
capitalists called the marginal efficiency of capital ; that 
is to say, the prospective yield from investments to cover 
the rental and the risk value. What we had to reduce was 
the rental value of money. We must get a low rental rate 
for money, and then be able to produce money at a reason- 
able rate. We must secure a volume of money that 
would have the effect of reducing the rental rate for 
money, and we had done that by abandoning the gold 
standard. But we must not destroy the confidence of the 
money-owning and saving classes. That, he thought, was 
the fault of the American experiment. The central bank 
might create money, but we might get to the position in 
which for every unit of money created the capitalist class 
would withhold two or three units. New money must be 
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created at such a rate as to reduce rental value, but not 
at such a rate as to destroy confidence and cause capital 
to be withheld from the market. 


These problems were, in his opinion, fundamental. 
Their solution needed the application of intelligence, 
powerful leadership, and control. They would not solve 
themselves. It was only by using our intelligence that 
these problems, brought about by human acts, could be 
solved by human action. 


The Chairman and Mr. Henry Smith expressed the warm 
thanks of the Society to Mr. Harold MacMillan for his 
address. 


Fiftieth Anniversary Ball. 


The conclusion of the celebrations took the form of a 
Ball in the Banqueting Hall of the Midland Hotel. Some 
270 guests, including representatives of various District 
Societies, were received by Mr. R. Wilson Bartlett, President 
of the Society of Incorporated Accountants, and Mrs. 
Bartlett ; and by Mr. William A. Nixon, President of the 
Manchester District Society, and Mrs. Nixon. Dancing 
was enjoyed from 8 p.m. until supper at 10 p.m., and sub- 
sequently from 11 p.m. till 1 a.m., with a cabaret perform- 
ance at midnight. The ball was a most enjoyable event, and 
was marked by the admirable arrangements which were 
characteristic of the celebrations throughout. 


Changes and Removals. 


Messrs. Barnett & Co., Incorporated Accountants, 
have removed to 65, Holborn Viaduct, London, E.C.1. 


Mr. Alfred Brown, Incorporated Accountant, has com- 
menced public practice at 1, Cooper Street, Manchester, 
under the style of Alfred Brown & Co. 


Mr. T. J. Clifford, B.Comm., Incorporated Accountant, 
has commenced public practice at 68, South Mall, Cork. 


Mr. I. J. Cope has admitted into partnership Mr. G. M. 
Barr. They will practise under the style of Cope, Barr 
and Co., Incorporated Accountants, at 16, Priory Place, 
Doncaster. 


aon G. H. W. Ferrett, Incorporated Accountant, has 
n taken into partnership by Messrs. Percy J. Marriage 
and Co., of 14, Aldgate, London, E.C.3. 


Mr. A. J. Palmer, Incorporated Accountant, announces 
. — of address to Portland Chambers, West Street, 
are 


Mr. John B. Preston, Incorporated Accountant, an- 
nounces the removal of his office to 5, Pavilion Buildings, 
Brighton. 

Mr. Ronald A. C. Samman, A.C.A., Incorporated 


Accountant, has removed his office to 12, Culver Street, 
Colchester. 


Mr. Bibhutibhuson Chakravarti, B.Com., intimates 
that he is now practising at 2, Royal Exchange Place, 
Calcutta, under the style of Chakravarti, Choudhuri and 
Co., Incorporated Accountants. 


The Exchange Equalisation 
Account. 


A Lecrure delivered to the Swansea and South-West 
Wales District Society of Incorporated Accountants, by 


Mr. P. S. THOMAS, M.A. 
(Swansea University College). 


Mr. Tuomas said: I have been asked to discuss with 
you the Exchange Equalisation Account (or Fund, as it 
is sometimes called), which was created by the Finance 
Act of 1932 in order to exercise control over extraordinary 
fluctuations in the exchange value of sterling as a result 
of abandoning the gold standard. Problems of foreign 
exchange do not, as a rule, lend themselves to easy and 
popular exposition ; but the widespread prevalence of 
schemes of exchange control, and the increasing impor- 
tance of foreign exchange policies in the affairs of leading 
nations, compel us to study them if we desire to under- 
stand the significance of much that is going on in the 
world around us. There is no need to reiterate the im- 
portant effects of unstable foreign exchanges upon the 
course of international trade and investment, or to attempt 
to describe in detail the devices of “ iron curtains ” and 
declarations of “ devisennot ” made by the authorities 
of certain Continental countries. They are all indicative 
of the intricacy of the problem of trying to control the 
movements of national currencies in the absence of a 
metallic standard, which was presumed to be more or 
less self-adjusting. 


Before the War, foreign exchange business was confined 
almost entirely to Acceptance Houses and dealers who 
bought and sold foreign currencies ; since the War, the 
position of London in this respect can best be described 
in the words of the Macmillan Report on Finance and 
Industry, namely, that “London is now practising 
international deposit banking as distinct from international 
acceptance business and the deposits associated with 
this.” This post-war development has led to an increasing 
number of foreigners seeking employment for their 
money in London, and incidentally it has led also to the 
attraction to London of large amounts of “ bad” or 
** panic ’”’ money, which can only be regarded as another 
symptom of the unhealthy condition of the economic life 
of the world in the post-war period. 


One of the important tasks devolving upon economists 
in recent years is the determination of the forces governing 
the relative values of currencies when they no longer have 
the common measure of value provided by gold as an 
assumed invariable common denominator. The practical 
value of such a discussion can be gauged from the fact 
that about 90 per cent. of the world’s trading turnover 
is at present being reckoned in depreciated moneys. What- 
ever the economists may tell us as to the factors deter- 
mining the rates of exchange in the long run, it is certain 
that temporary influences can be potent enough to distort 
these long period factors so as to make them almost 
unrecognisable at any particular moment. 


The Exchange Equalisation Account was created 
specifically to deal with short term influences ; therefore 
we are not called upon to deal with what were described 
as “real”? trade movements. In the short run, the chief 
factors causing a distortion in the exchange situation arise 
from the speculative sale and purchase of currencies made 
with the object of securing quick profits, the buying and 
selling of currencies based on sentiment or opinion as to 
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the prospective rise or fall in the exchange, and what 
may be described as the “‘ forced ” buying and selling of 
currencies due to various causes. The “ City” has ex- 
perienced difficulties on account of these causes on three 
well-known occasions in the post-war period. In 1924 and 
the early part of 1925 the movement of temporary funds 
into London probably played a decisive part in determining 
the gold parity of sterling on the return to the gold 
standard in 1925, the consequences of which are well 
known. In 1928 and 1929 there was a stampede of funds 
out of London in order to share in the high rates for short 
money accompanying the extraordinary boom prevailing 
in the United States of America. The third important 
occasion on which the movement of these fluid funds played 
a prominent part in the affairs of this country was in 1931. 
The immediate cause of the formation of the Exchange 
Account was the return of these funds to London as con- 
fidence was restored, and the demands for sterling were 
largely a reaction to the occurrences of the earlier part of 
the year. The Ex Equalisation Account was thus 
created to avoid chaos in the foreign exchanges resulting 
from the frequent and rapid transference of funds from 
one financial centre to another. The influx and efflux of 
short term money are essential concomitants of important 
financial centres, but these movements of funds for purely 
speculative reasons have done a great deal of harm in 
recent times, 
STRUCTURE OF THE ACCOUNT. 

Prior to the setting up of the Exchange Account, the 
sole means of smoothing out temporary fluctuations in 
the exchange value of sterling in the absence of a gold 
standard, lay in the purchase by the Bank of England of 
foreign currencies coming on to the market. It was felt, 
however, that this work, which might entail substantial 
losses, was being undertaken mainly in the interest of the 
public, and that public funds should, therefore, be used 
for this purpose. Many reasons might be adduced to 
show why, in the peculiar circumstances of recent years, 
it is important for this work of exchange control to be 
made the function of a distinct and separate fund, apart 
from the Bank of England, but they cannot be dealt 
with now. 

The Exchange Account started operations with a sum of 
£150 million sterling allocated to it in the form of Treasury 
Bills. Certain other sums from an old dollar exchange 
account were also added to the Account, but since claims 
had to be set against this amount, which for practical 
purposes cancelled it out, it is convenient to say that the 
original sum at the disposal of the Account for the purpose 
of buying foreign exchange and gold was £150 million 
sterling. A further amount of £200 million sterling was 
added to the Account in 1933, thus making a total of 
£350 million. This amount of £350 million represents 
the maximum borrowing power of the Account for the 
purpose of purchasing gold or “‘ devisen,” and would ob- 
viously not all be drawn upon at the outset, but would be 
used as occasion demanded. It is necessary to point out 
this fact since the scheme is sometimes discussed as if 
the entire amount of £350 million were brought into use 
at once, thus increasing the Floating Debt to the same 
extent. The controllers of the Account are allowed to 
hold their resources in the form of gold, sterling, and 
foreign currencies, the latter in all probability being, for 
the most part in the form of French francs ; and are free 
to change over from one type of asset to another as they 
think necessary without informing the public. The 
operations of the Account are thus kept secret, as it is 
believed that the efficacy of the scheme would be destroyed 
‘if the nature of the assets was from time to time dis- 
closed to the public. Many ingenious attempts have been 


made by some writers to ascertain the precise amount 
and nature of these assets, but there is no way of checking 
the accuracy of their results. It has been suggested in 
some of the controversies on the work of the scheme that 
“*the funds have appeared from nowhere”; in other 
words, they must be inflationary in character ; it is now 
clear that these resources were made available by an 
internal loan in the same way as much of the Government’s 
short term borrowing is done, namely, by means of an 


issue of Treasury Bills. 
METHOD OF THE ACCOUNT. 


It has already been stated that the Exchange Account 
was created in order to buy and sell foreign exchange ; 
that is, it was authorised to sell sterling in order to obtain 
foreign currency which in turn it could sell to support the 
sterling exchange. Having thus obtained possession of a 
fund which could be used for the purpose, the Account 
would then proceed to sell sterling for foreign currency 
when the £ showed a tendency to rise, or vice versa, to 
buy sterling when the £ showed a tendency to fall. It is 
clear that the movements in the exchange value of sterling 
do not originate with the Account, the controllers of which 
must await the circumstances when their intervention 
becomes necessary. The Account begins to operate when 
a sale or purchase of sterling has caused a movement in 
the exchange deemed to be of a speculative nature. 


In order to visualise the procedure, let it be assumed that 
funds from abroad have been transferred to London suffi- 
cient in amount to cause an appreciable movement in the 
exchange rate of the £ sterling. The Exchange Account 
would then be expected to neutralise the effect of such a 
movement of funds, and would proceed presumably on 
the following lines. These funds would in all probability 
be transferred to a London bank, which would proceed to 
credit the sterling account of its foreign customer with 
this amount. The Exchange Account would then proceed 
to acquire this foreign exchange, paying the London bank 
for it by means of a cheque drawn on the Bank of England, 
which acts as the banker to the Account. The Exchange 
Account would then meet this cheque and keep itself in 
funds at the Bank of England, by a sale of Treasury Bills 
to that body. The method of the Account consists, there- 
fore, in offsetting any adventitious movements in the 
exchange rates by purchasing the “‘devisen’”’ when sterling 
rises, and ridding itself of an equivalent amount of sterling 
assets. The obverse method takes place when sterling 
falls in the exchange ; the Account then sells “‘devisen” and 
gets in exchange a similar amount of sterling assets. In 
addition to foreign currencies, the Exchange Account 
is allowed to hold its assets in the form of gold, and 
thus it may become the channel through which certain 
quantities of gold may enter and leave the country. The 
terms upon which the Bank of England buys and sells 
gold were defined by the Finance Act of 1932. The Bank 
was permitted to buy gold at the market rate (say, 140 
shillings per ounce), but must value the gold at par 
(84 shillings). It will be clear, therefore, that so long as 
the market price of gold remains above par, an acquisi- 
tion of gold by the Exchange Account involves a loss, and 
a sale of gold realises a profit. According to the Finance 
Act, the losses accruing as the result of a purchase of 
gold must be made good by the Account, and the profits 
made as a consequence of the sale of gold can be credited 
to the Account. The work of the Account can be summed 
up in the words appearing in the Economist (May 5th, 
1935), “the task of an exchange fund is therefore the 
difficult one of dividing the sheep from the goats among 
capital movements, allowing genuinely commercial or 
investment transactions to produce their normal effect 
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upon the exchanges, while offsetting entirely those which 
arise out of fright or speculative cupidity.” 


Tue Errects. 

The creation of the Exchange Account has excited little 
or no interest in this country outside certain rather limited 
circles, but a good deal of criticism has been levelled against 
the Account in foreign countries, particularly in the United 
States of America, where it has been implied that the 
Account has been employed as an instrument for manipu- 
lating movements of funds in favour of British interests. 
In other words, that sterling was being deliberately de- 
pressed in order to assist the export of goods. It has been 
claimed on behalf of the Account that in so far as it 
constitutes an instrument for dealing separately with 
large amounts of speculative funds seeking quick returns, 
it has cleared the way for large conversion operations to 
be brought about, an essential preliminary to the in- 
auguration of a period of ‘“‘ cheap money.” Another effect 
of the creation of the Account which has occasioned dis- 
cussion is its effect upon the general credit structure of 
the country. It is clear that as the work of the Account 
causes more and more of its resources to be used, there 
must be a corresponding increase in the floating debt of 
the country. The computation of the increase in the 
floating debt caused by the operation of the Account 
must remain largely a matter of guesswork and con- 
jecture, since the work of the Account is kept secret from 
the public. Whether the operations of the Account 
have inflationary or deflationary effects, according to the 
buying or selling of sterling by the Account, is also a 
matter in dispute. At first glance it would seem that since 
the Exchange Account purchased foreign exchange 
acquired by, say, a London bank by a cheque on the Bank 
of England, this action would be followed by the usual 
results. Since the cheque would be covered by handing 
over Treasury Bills to the Bank of England, there would 
be an increase in the item ‘‘ Government Securities ” on 
one side of the Bank of England Return, reflected on the 
other side of the Return by an equivalent increase in the 
item “ Bankers’ Deposits.”” This increase in “* Bankers’ 
Deposits ” affects the base of operations of the Joint 
Stock Banks. Since they are at all times striving to keep 
a certain proportion of cash against deposits, therefore, as 
the cash increases, the banks continue lending until the 
increase has been absorbed. 


A sale of foreign exchange would cause a corresponding 
contraction in the base of the Joint Stock Banks’ credit 
operations. Against this, it has been argued that these 
theoretical inflationary and detlationary effects are results 
which only follow from gold movements, namely, by 
causing a change in the Bank of England’s Proportion 
and in Bankers’ Deposits, thus necessitating steps to be 
taken to rectify the position, but do not necessarily follow 
from the movement of Treasury Bills. 


It has been pointed out at length by one writer that 
there “is no correlation between the operations of the 
Exchange Account and the variations in the total of joint 
stock bank deposits.”” It would be beyond the purpose of 
this talk to attempt to summarise the pros and cons of 
the argument. How far this Exchange Scheme is to become 
& permanent part of the financial mechanism of this 
country, and whether other countries will follow suit by 
setting up similar schemes is difficult to say. How far 
these schemes can be kept clear of the political influences 
of the hour, and whether they will be used to influence the 
purchasing power of money for purely national advan- 
tages in a world dominated more and more by the 
heo-mercantile policies of economic nationalism, is im- 
Possible to foretell. 


Control Accounts in Relation to 
Costing. 


A Lecture delivered to the Incorporated Accountants’ 
Students’ Society of London and District by 


MR, WILLIAM STRACHAN, 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. RicHarpD A. Witty, 
Incorporated Accountant. 

Mr. Srracuan said: My object to-night is to explain 
the use of control accounts in relation to a costing system, 
how they are constructed, the results which they show 
and their relation to the cost accounts proper. Those of 
you who have sat for the examinations of the Society of 
Incorporated Accountants and Auditors will have noticed 
that questions are set from time to time in which control 
accounts are introduced, and I can conceive that students 
may sometimes be rather mystified as to their meaning 
and operation. 

In the first place it is necessary to have a clear 
conception of the aim and object of these accounts. 
Control accounts are not an integral or essential part of a 
costing system, but a convenient means of presenting a 
condensed summary of the costing records and linking 
them up with the financial books. 

The control accounts deal with totals only, and it is 
important to bear in mind that the entries in these 
accounts appear on the same side as they appear in the 
job and contract accounts, and therefore on the opposite 
side from that on which they show in the total accounts 
in the cost ledger. For instance, take works charges. 
In the cost ledger these are debited to jobs and contracts 
and credited to Works Charges account, but in the control 
accounts the effective entry is on the debit of Works 
Charges account. 


PRoOcEDURE IN CosTING AND CONTROL SYSTEMS. 

It may be useful at this stage to recall the general 
outline of a costing system, although it is not my purpose 
to-night to go into detail in that connection. First there 
is the raw material or stores. In the financial books 
purchases of stores are credited to the suppliers and 
debited to purchases account, but in the cost accounts 
the debit goes first to the stores ledger and from there 
to the jobs and contracts (except when ordered for a 
particular job), and the credit, in the form of a periodical 
total, goes to the stores account as stores purchased. In 
the same way wages and works charges, &c., go to the 
debit of the jobs and the periodical totals to the credit of 
the wages account and the charges accounts in the cost 
ledger. The reason for this is that all the material used 
and all the expenses incurred on the job or contract must 
appear as debits on the job and contract accounts, and 
the contra entries must therefore be credits. 

But in control accounts the procedure is reversed. 
The initial entry in each case, so far as the expense 
accounts are concerned, is a debit, representing the total 
expenditure under the particular head as shown by the 
financial books. The reason for starting with these 
finance figures is to ascertain whether the whole amount 
expended has been accounted for. To complete the 
double entry and thus effect a balance, it is necessary to 
find contras for these debits. In the financial books the 
contras would be the credit entries in the personal 
accounts, but as no personal accounts are kept in a 
costing system a substitute has to be found, and this is 
done by opening what is termed a control account. It is 
frequently called a ‘‘ Cost Ledger Control Account,” but 
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I prefer to call it ‘‘A Finance (or General) Control 
Account,”’ because it is not in fact a control account of the 
cost ledger only, but also of the stores ledger and stock 
ledger. It is really an account raised for the purpose of 
providing a contra to the finance figures representing the 
actual expenditure under each head (as per the financial 
accounts) and thus enabling the control accounts to be 
balanced. This finance control account has no other 
object and the balance which it shows has no other 


significance. 
GENERAL OUTLINE. 


It is very important that you should get the general 
outline clearly in your minds before we proceed further. 
Assume that you are looking at the cost ledger, which 
contains the particulars of the work that is being done. 
There will be an account for each job or contract, and to 
each of these accounts there will be debited the stores 
used—that is, materials—the wages expended upon it, a 
percentage for works charges and another percentage for 
charges of administration and distribution. The contra 
entries for these debits will be the periodical totals of 
stores issued to the various jobs, wages paid and charges 
incurred which will be credited to the accounts under 
these heads. When a job is completed the total cost will 
be transferred to the debit of the manufacturing account. 
Now suppose that all these jobs were amalgamated and 
formed a single account, the debits would be under the 
four heads of stores (i.e., materials used), wages, works 
charges and charges of administration and distribution. 
The figures under these four heads then constitute the 
opening debits of the corresponding control accounts, 
with this qualification, that instead of taking the actual 
debits in the job accounts we take the expenditure under 
the respective heads as shown by the financial accounts, 
which theoretically should be the same but is not so in 
all cases, as will appear later. Contras to these debits 
are provided by credits to the finance control account. 

Having now got the financial outlay on stores, wages 
and charges debited to the respective control accounts 
under those heads, the next step is to see how these 
debits have been utilised. We therefore go to the manu- 
facturing account in the costing system and find the 
total amount of stores issued to the jobs and contracts ; 
also the total amount of wages expended and the works 
charges and administrative charges which have been 
charged out by way of oncost to the jobs and contracts. 
By entering these on the credit side of the respective 
accounts—i.e., stores, wages, works charges and adminis- 
trative charges—it can be clearly seen whether all the 
financial outlay has been accounted for. In the case of 
stores the quantity unused at the end of the period must 
be eliminated. This will be carried down at cost price 
or under, according as it may be valued, and any difference 
then remaining on the account will represent a profit or 
loss on the charging out of the stores, as compared with 
the actual cost, and it may be also some depreciation 
on the stores in hand. 

Basis oF CHARGING Out STOREs. 

On this subject there is some difference of opinion. 
It is often advocated that stores should be charged out at 
actual cost price in every case. This, I maintain, is 
neither correct nor practicable, and does not show a true 
result. Assume, for example, that a considerable quan- 
tity of a certain kind of material has been placed in the 
storeroom, and that its market value has gone down 
while there is still a large amount unused. It is unfair 
to charge a contract with that material at cost price 
when it could be obtained in the market at the time 
it is required at a much lower figure. In other words, 
the contract should not suffer because the value of 


material in hand happens to have depreciated. If the 
contract is one open to public competition, the contract 
price will naturally be regulated and settled upon the 
basis of current market values, and if the system of 
charging out at cost is insisted upon, the result on the 
face of it may be a loss, and the proprietor looking at 
his books will naturally conclude that he must raise his 
price for the future, with the result that he will more than 
likely lose that particular line of business and be left 
with the balance of his depreciated material still on his 
hands. Such a course is clearly misleading. If stores 
have depreciated, it is better to face the fact and debit 
the contract with current buying prices only, thus showing 
the real result, for after all the loss is not on the contract 
but on the material. The question then naturally arises, 
how are the stores accounts to be balanced? This 
presents no difficulty. The record of quantities will 
show that all materials debited to the stores accounts 
have been accounted for, and when stocktaking time 
arrives it will be found that the value of stores in hand is 
less than the value shown by the stores accounts. The 
difference is simply depreciation and should be written 
off as such to a stores adjustment account. 

Apart altogether from the fact that this is a true 
record of what has taken place, it affords the proprietor a 
very good object lesson. In going through his stores 
accounts at the end of the year he sees at a glance where 
there has been depreciation, and as this may have resulted 
from indiscreet buying of large quantities of fluctuating 
material, he will doubtless be more careful in future. 
Cost accounts like other accounts are intended to record 
facts, and the fact in this case is that the loss has been 
occasioned by unwise or unfortunate buying and not by 
bad contracting, and it should be shown accordingly. 
There may, of course, be cases where it is advisable to 
depart from this rule, but these must be regarded as 
exceptions only. 

Moreover, it will often be found exceedingly trouble- 
some to charge out at actual cost price, even if desired, 
because of the difficulty of tracing precisely when one 
lot of material has been exhausted and another lot, 
bought at a different price, has commenced to be drawn 
upon. 

RECAPITULATION. 

To recapitulate, the control accounts are opened by 
debiting the actual expenditure as shown by the financial 
accounts in respect of stores, wages, works charges and 
administrative charges, to accounts under those headings, 
and crediting the finance control account with the contra 
entries. The stores, wages and charges accounts are then 
credited with the total amounts which have been debited 
during the period to the various jobs and contracts, 
which amounts are obtained from the manufacturing 
account in the costing system. After taking into account 
stores in hand at the end of the period, these accounts 
will then show whether the whole of the financial expendi- 
ture during the period has found its way to the various 
jobs and contracts in course of execution. 


THE MANUFACTURING ACCOUNT. 

A manufacturing account will also have to be opened 
in the control system. This will be practically a copy of 
the manufacturing account in the cost ledger, but the 
entries will appear on the reverse sides. For example. 
the stores issued during the period which are credited to 
the manufacturing account in the costing system will be 
debited to that account in the control accounts. This 
arises from the fact, as already explained, that the control 
accounts show the items on the opposite side from that 
on which they appear in the total accounts in the cost 


ledger. 
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I have observed that the manufacturing account is 
sometimes termed a ‘‘ Work in Progress Account,” but 
I do not care for that title. The manufacturing account 
certainly shows as a balance the amount of work in 
progress at the end of the period, but it also shows the 
cost of the finished goods and contains a record of the 
materials, wages and expenses charged to the factory. 
The manufacturing account in a costing system occupies a 
position similar to the trading account in the financial 
books, and nobody thinks of calling that account a 
“ Stock-in-trade Account ’ merely because it shows the 
amount of stock on hand at the end of the period. 


THE Sates SIDE. 

We now come to the sales side of the control accounts. 
So far as relates to costing, we are only concerned with 
cost price and not with sale price, therefore it is only 
the cost price of the sales that enters into the figures. 
Referring still to the control system, the manufacturing 
aceount will be credited with the finished goods at cost 
price and the stock ledger account will be debited with 
the same amount. Apart from any sales direct from 
the factory, this stock ledger account represents all the 
manufactured articles which have been completed and 
which are entered under their respective heads in the 
stock ledger, the total representing the output of the 
factory so far as finished goods are concerned, with the 
exception of any work in the nature of repairs to buildings 
or plant or other work of the character of maintenance or 
improvement carried out by the factory staff. Such 
work is usually recorded under the head of service orders, 
and any service order must pass through the manufactur- 
ing account because the cost of that order will be included 
in the debits to the manufacturing account for materials 
and wages, &c. A service order account is therefore 
opened to which the cost of the particular work is charged, 
the entry being a transfer from the manufacturing 
account. This cost is separated so that it shall not 
enter into the amount which goes to the stock ledger as 
representing goods manufactured for sale. 

It is not necessary to refer further to the manufacturing 
account because, as already explained, it is practically a 
duplicate of the corresponding account in the costing 
system with the entries on the reverse sides. 


Stock LEDGER AccouNT. 

Regarding the stock ledger account, this has been 
debited with the cost of the finished goods and contracts, 
and should now be credited with the cost price of the 
goods sold, being the price at which these goods are 
credited in the stock ledger when taken out. The stock 
ledger account will also have to be credited with the stock 
on hand at the end of the period, and this stock should 
be brought in at production cost. As the expenses of 
administration and distribution debited to the manu- 
facturing account include selling expenses, and no selling 
expenses have been incurred in respect of the portion of 
the production which remains unsold, an adjusting entry 
must be passed at the balancing date crediting the stock 
ledger account and debiting distributive oncost with the 
amount of selling expenses included in stock, thus reducing 
the stock to its production cost, and at the commencement 
of the new period a reverse entry should be made. 

One advantage of dealing with the matter in this way 
is that the finished goods going into the stock ledger are 
priced at a figure which includes all expenses and nothing 
further has to be added for sale purposes except the profit 
percentage, unless it is considered that exceptional 
expenses are incurred in selling any particular class of 
goods. The book-keeping is thus somewhat simplified. 
The procedure indicated also obviates the necessity of 


separating the selling expenses from the expenses of 
administration so far as the main portion of the produc- 
tion is concerned—a separation which is not easy to 
effect with any degree of accuracy. The stock ledger 
account will thus show on the debit the cost of finished 
goods taken into stock and on the credit (a) the sales of 
finished goods at cost price, (b) the stock on hand at 
production cost, and (c) an adjusting entry for writing 
back the selling oncost on stock on hand at the end of 
the period. 

It will thus be observed that while the costing system 
shows the cost of the finished goods and the work in 
progress, and stops there, the control system goes a step 
further and shows the cost price of the goods actually 
sold and the value of the finished stock remaining unsold. 
This has the advantage of providing stock figures for 
comparison with those which will appear in the trading 
account in the financial books. 


INTEREST ON CAPITAL. 

There is another matter on which there is a difference 
of opinion. It is sometimes questioned whether interest 
on capital is in fact part of the cost of production, but 
I maintain that it is as much a part of the cost as any 
other item which goes to make up the finished article. 
Interest for the purpose of manufacturing cost does not 
mean interest paid on borrowed money, but interest on 
the whole of the capital invested in stores, plant, 
machinery and tools, as well as in factory buildings, if 
they are owned and not rented. The money so employed 
would be earning income if invested elsewhere, and as 
it is required for the purpose of equipping and carrying 
on the factory, the interest on it is clearly part of the 
cost of production. On the other hand, interest on 
money represented by stock of manufactured goods or 
book debts has nothing to do with manufacturing cost ; 
neither has the interest actually paid away in respect of 
loans, mortgages or bank overdrafts. Interest on mort- 
gages and loans is incurred only because the business is 
not sufficiently capitalised, and the proper course is, 
therefore, to ignore any such outlay and deal with interest 
on the capital actually employed, whether such capital 
belongs wholly to the proprietor or not. The proprietor 
is then in a position to reimburse himself for the cost of 
borrowed money out of the interest thus debited. In 
other words, the manner in which the necessary capital is 
provided cannot affect the cost of production. 

Other things being equal, it is obvious that the cost 
of production must be less if the same amount of output 
can be obtained from a factory with a small expenditure 
on plant and buildings as from a factory on which a 
large expenditure has been incurred. If, therefore, no 
account is taken of interest, the costing results must be 
misleading. 

The view sometimes expressed that interest on capital 
constitutes a part of the profit can only be entertained 
by losing sight of the real aim of costing. There can be 
no object in anyone incurring great risks and heavy capital 
outlay for the purpose of manufacturing something which 
he can buy as cheaply in the open market without that 
risk and outlay. The test of the cost of production 
must, therefore, be that it shall include every expense 
which would not be incurred if the goods were bought 
as manufactured articles and to the extent that interest 
on capital outlay relates to the productive side, such 
interest is clearly part of the cost, because to that extent 
it would have been saved: had the goods been bought in 
their completed state. Even those’ who contend that 
interest on capital should not be charged (or some of 
them at least) admit that where the factory premises are 
owned and not rented a charge in lieu of rent must be 
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made for costing purposes and also that this is a form of 
interest on capital. That being so, it does not seem 
logical to contend that interest should be charged in 
respect of one productive asset and omitted in the case 
of another. 

Interest on capital so far as it relates to production 
constitutes part of the works charges and should there- 
fore be included in the amount of such charges on which 
the oncost percentage is based. The debit thus finds its 
way to the job and contract accounts in the form of oncost 
and the credit is included in the works charges account 
total in the cost ledger. 

If it is desired to bring the financial books into line 
with the costing records (which I think is always desirable) 
the works expenses should be debited with interest on 
capital and an interest on capital account raised, to 
which the corresponding credit should be passed. The 
item thus becomes a cross entry in the trading and 
profit and loss account. 


THe Contrrot Accounts RESULTs. 


The result shown by the control accounts may now 

be summarised as follows :— 

(1) The manufacturing account shows the total cost 
of finished goods and contracts carried to the stock 
ledger or sold direct. 

(2) The works charges account and administrative and 
distributive charges account show whether the 
oncost charged out is equal to the expenditure as 
shown by the financial books. There is certain 
to be a balance either over or under which should 
be carried down on the account and will form a 
guide as to whether some adjustment of the rate 
of oncost should be made for the future. If desired 
it may be written off to a differences account. 

(3) The stores adjustment account will show whether 
there has been any loss or profit on stores by reason 
of depreciation between the date of purchase and 
the date of requisition for use in the factory, and 
will thus indicate whether the buying has been 
judicious. 

(4) The service order account will show the amount 
spent on repairs or other charges not relating to 
goods produced for sale. 

(5) The finance control account, as already pointed out, 
has no significance in itself, and the balance which 
it shows is merely useful for the purpose of agreeing 
the books. 


Sometimes an attempt is made to carry the costing 
system further so as to show a net profit in agreement 
with the financial books by bringing in the goods sold at 
their sale price and introducing extraneous debit and 
credit items from the ordinary profit and loss account. 
To do so is to go outside the province of costing. If all 
the items which go to make up the cost are reconciled 
with the corresponding items in the financial books, the 
object of the cost accounts has been accomplished. It is 
nevertheless useful and instructive to check off on the 
trading and profit and loss account the expenses which 
have been brought into the costing, as shown by the 
finance control account, and to ascertain what remains. 
This will consist of items such as capital expenditure 
charged to revenue, preliminary expenses, amounts 
written off goodwill, interest on debentures or loans, 
abnormal writing down of plant and machinery, charitable 
subscriptions, &c. Some of these items are discretionary, 
some arise from under-capitalisation, and others from 
what may be termed prudent finance. In any event 
they are not items which can be taken into consideration 
in a costing system. To attempt to do so would merely 


cause confusion and prevent the cost accounts from 
fulfilling their proper function. 
CONCLUSION. 

In conclusion, it may interest you to know that I 
have just brought out a new edition of my book on 
cost accounts, to which I have added a section giving a 
full explanation of control accounts supplemented by 
specimen workings, showing how these accounts are 
constructed. The figures used are related directly to the 
accounts in the appendix of the book and thus show 
clearly the working of the control system. 

The weakness of most publications on cost accounts is 
that while giving full explanations of how to deal with 
specific items, they fail to show a complete system of 
accounts in which entries can be traced through from 
the beginning to the final results. My object, on the 


‘other hand, has been to avoid detail and to concentrate 


on main principles, giving figures which show the working 
of the system from beginning to end, with control accounts 
embodying the results shown by those figures and pre- 
senting them in the form of a condensed summary. Any 
student who has a head for figures, having once mastered 
the principles, should have no difficulty in applying those 
principles and adding the details. These details must 
vary largely according to the nature of the particular 
business concerned, and it is in that connection that 
those books which deal with particular aspects of the 
subject will be found of very considerable assistance. 
But so far as I am concerned I have adhered to principles 
as being by far the most important. It is imperative 
that the principles should be thoroughly understood 
because they form the basis upon which all further 
knowledge is built up. 


Discussion. 

Mr. J. F. T. Brownrinc: I should like to ask Mr. 
Strachan a question with regard to charging out stores 
at current market value. If the stores have depreciated 
or appreciated in value, would they still be charged out 
at current value? I mean in a case where stores were 
purchased specifically for one job and between the time 
of the order and delivery they depreciated or appreciated 
in value. Again, does “ current value ” in that connec- 
tion mean any slight variation or only a rather large 
variation ? 

Mr. STRACHAN : Stores ordered for a special job should 
be debited to that job at cost price, which will always be 
the market price because they are purchased when 
required. Stores taken from the storeroom should be 
charged at market price whether greater or less than cost, 
because the object is to show whether the profit or loss 
is on the job or on the stores. 

Mr. L. H. Graves (Incorporated Accountant): Mr. 
Strachan mentioned that the finance control account is 
introduced to provide a contra to the finance figures in 
the other accounts representing the actual expenditure 
under each head, and thus enabling the control accounts 
to be balanced. What entries go to the debit of the 
finance control account ? How is that account to be 
treated ? 

Mr. SrracHan: The entries in the finance control 
account will be mostly credits because they are contras 
to the debits in the other accounts representing the actual 
— under each head, as shown by the financial 
' Mr. Graves: The finance control account, then, 
remains in credit ? 

Mr. SrracHaN: It does not matter whether it is in 
credit or debit as it is merely a balancing account. 

Mr. Graves: The cost of goods manufactured and 
then sold—say, to the selling side of the business from the 
manufacturing side—would that be debited to the finance 
control account? - 

Mr. StracHaN: Yes. The finance control account has 


fn 
as 


APRIL, 1936] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


241 


on the debit side the cost price of the goods produced 
and sold. 


Mr. J. M. Keywortn (Incorporated Accountant): I 
should like to ask whether Mr. Strachan considers that 
the charging out of materials at current market price 
applies when the sale price of the goods is fixed. We 
know that in certain cases the selling price is not subject 
to market fluctuations, and all that it is necessary to 
obtain is an accurate record of the cost of the goods as 
they are produced. Does Mr. Strachan consider that 
charging out at current market price should apply in 
every case ? 


Mr. StRAcHAN: How is the selling price fixed ? 


Mr. Keywortu: It is fixed as in the case, say, of 
proprietary articles ; the price has been fixed, probably, 
for a long period and the articles are sold subject to 
trade discounts only. 


Mr. StracHan: I do not think that makes any differ- 
ence. You may buy a lot of raw materials and pay a 
high price for them, and they may drop in value before 
you come to use them. That is bad or unfortunate 
buying. 

Mr. KeywortnH: Not necessarily. 


Mr. Srracnan: If you buy an excessive quantity of 
goods which are not used within a reasonable time, then 
you are speculating in the goods, and my point is that 
speculation in goods is not a loss on the contracts you are 
executing. 


Mr. W. S. Jones: With regard to the somewhat vexed 
question of charging interest on capital, I think one of 
the chief difficulties is fixing what rate of interest you 
are going to charge. I believe that the people who are 
against charging interest in cost accounts put forward 
the suggestion that you should supply statistical returns 
showing what the results would be at varying rates of 
interest. This avoids undue complication of the cost 
accounts, and gives the necessary information. 


Mr. StracHan : I do not see how such a course 
would avoid complication. 


Mr. E. J. GamsBie (Incorporated Accountant): Mr. 
Strachan stated that any shortage on the stores account 
after agreeing quantities should be taken as depreciation 
of stores, but I think he meant to say that it should only 
be taken as such after investigation to see whether there 
has been any pilfering or short-costing. He also said 
that distribution expenses should be deducted in arriving 
at the value of unsold stock for the purpose of the finance 
account. 


Mr. SrracHan: Not for the finance account; for 
the stock ledger account. 


Mr. GAMBLE: That would, I presume, be the case also 
in respect of service orders for capital assets ? 


Mr. SrracHan: There would not be any selling 
expenses incurred in relation to service orders. 


Mr. GamsLE: Then in arriving at the cost you 
would have to deduct selling expenses included in the 
cost as shown by the cost records. 


Mr. SrracnHan: In such a case no selling expenses 
would be debited in the costing. 


Mr. L. J. D. Jones: What happens to any debit or 
credit balance that is left upon the stores adjustment 
account ? 


Mr. SrracHan: The balances on stores and other 
adjustment accounts may be either carried on these 
separate accounts or transferred to a differences account 
and carried there. If desired the differences account may 
be cleared at the end of the year by transfer to the Finance 
Control account. 


Mr. F. W. Buzzacorr: As a practising student, may I 
pass .one or two remarks on the lecture? I think it has 
been a very interesting lecture. I suppose that through- 
out his whole life an accountant is endeavouring to 
“ control ” somebody, and when it comes to a question of 


analysing that control into some other controls, it gets 
very interesting. The necessity for analysing or dividing 
that control seems rather like doing work twice over. 
Some years ago it was my misfortune to have charge of 
the audit of a concern that was manufacturing electrical 
machinery. The cost accounts were part of the general 
system to be audited. Not only did they buy raw material 
but they also used part of those purchases for making 
finished pieces of their whole output. And so we had a 
raw material stock account and a finished goods stock 
account. The latter was debited with amounts credited 
to raw material account, wages account and on-cost 
account. ‘The peculiarity of this case arose actually at 
the end of the year when, on the finished goods stock 
account, we found ourselves in credit several thousands 
of pounds, whereas you would normally expect to find 
yourselves with a debit balance representing the value 
of stock on hand. When the stock account showed as 
credit balance,everyone was completely mystified, and for 
a long time the reason for that did not reveal itself. But 
when the auditor did some extra work investigating this 
problem, it was found that the goods were being debited 
to cost of production account as part of the output cost 
and credited to finished stock account, although, in fact, 
no debit had been made for the quantities made from raw 
materials and wages cost. Finished stock parts were 
made on service orders placed for thousands of each 
part and no debit to finished stock account until each 
service order was completed. A cost control account 
might have avoided this dilemma at the end of the year. 
My experience of these accounts has been that it is 
only recently that some clients have come to feel grateful 
to the accountant for trying to assist them in their costing 
accounts and in the manufacturing part of their business. 
I am sure any lecturer would feel at a disadvantage in 
trying to explain a subject such as this, and students can 
best offer thanks by studying Mr. Strachan’s published 
work. 

Votes of thanks to the Lecturer and Chairman ter- 
minated the proceedings. 


—— 


THE INCORPORATED ACCOUNTANTS’ 
GOLFING SOCIETY. 


At the annual meeting of the Incorporated Accountants’ 
Golfing Society held on Friday, February 28th, arrange- 
ments for 1936 were made as follow :— 

Spring Meeting.—May 7th, at St. George’s Hill Club, 
Weybridge. Competition for Challenge Cup and First 
Round of Nicholson Trophy. 

Summer Meeting.—June 13th and 14th, at Woodhall 
Spa, Lincs. Week-end Meeting, to which members from 
District Societies are invited. 

Autumn Meeting.—October 1st, at Coombe Hill Golf 
Club, Kingston Hill, Surrey. Final Round of Nicholson 
Trophy. 

The following officers were elected :——Captain: Mr. F. 
Martin Jenkins. Joint Honorary Secretaries: Mr. B. L. 
Clarke-Lens and Mr. Ernest E. Edwards. 


- 
— 


NEW YORK CERTIFIED PUBLIC 
ACCOUNTANTS. 


The New York State Society of Certified Public Account- 
ants will hold a banquet at the Waldorf-Astoria Hotel, 
New York, on April 20th. This function is being held to 
commemorate the fortieth anniversary of the first law 
creating the title of Certified Public Accountant, which 
was passed by the New York legislature in 1896. 
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UNSUCCESSFUL 
ACTION AGAINST ACCOUNTANTS. 


Judgment with costs was entered by Mr. Justice Swift 
at the Manchester Assizes last month for Messrs. Ellis 
Green & Co., Chartered Accountants, of Cromwell Buildings, 
Blackfriars Street, Manchester, in an action which occupied 
the court three and a half days, and was brought by 
Messrs. Pendleburys, Limited, wholesale jewellers, of 
Dantzic Street, Manchester, to recover £1,552 as 
damages for alleged breach of duty or negligence in 
their capacity as auditors to the company. 

Outlining the case for the plaintiff, Mr. Gorman said 
the firm was established in 1887, and prior to 1911 was 
carried on as a partnership between three brothers. The 
chief person in the business was James Thomas Pendle- 
bury, and about 1911 he decided to lessen his interests 
in the concern. It was decided to form a private limited 
company, and Ellis Green & Co. were asked to 
take steps to form the company. They did so, and the 
three brothers became directors with equal shares, and 
also held the debentures. In 1929 Mr. J. T. Pendlebury 
gave up the greater part of his shares, and the business 
was carried on afterwards by the other two brothers. 
When the company was formed in 1911 the system of 
book-keeping was instituted by Ellis Green & Co. They 
told the Pendleburys what books should be kept for that 
particular type of business, and in fact supplied the books. 
From 1911 until July, 1935, Messrs. Ellis Green & Co. 
acted as auditors to the plaintiff company, and the audit 
was actually conducted on the premises, so that those 
taking part in it would be able to see exactly how the 
business was being carried on. 


The business of Messrs. Pendleburys was one in which 
almost 50 per cent. of the transactions were cash trans- 
actions. 

In addition to the three brothers there was also a 
cashier in the firm’s employ who looked after the books. 


When a cash purchase was made the amount of the pur- 
chase and the details were entered in a duplicate sales 
book, and the counterfoil remained in the firm’s premises. 
At the end of the day the cashier would take the counter- 
foils and enter the records in a daily cash received book. 
Every halfpenny paid into the business appeared in that 
book. During the whole of the time they were carrying 
out the audit, the defendants never made any check on 
that book with the general cash book or with the counter- 
foil slips. In 1934 the cashier died, and after his death 
one of the Pendleburys had occasion to trace some item 
through the books. He then realised that the books were 
wrong, and that the daily cash received book was com- 
pletely different from the general cash book. An examina- 
tion showed that over the period 1928 to 1934 a sum of 
£1,552 was missing. 

What had happened was that instead of entering in the 
general cash book from the counterfoils the actual amount 
that had been received, incorrect amounts had been 
entered with the result that there was a big deficiency. 
The auditors had each half-year prepared the profit and 
loss account and the balance sheet for the plaintiffs, and 
certified them. The plaintiffs had placed complete and 
absolute reliance in their auditors, and when the deficiency 
was found, they immediately communicated with them. 
One of the clerks went over to see them, and Mr. Arthur 
Pendlebury asked him if the daily cash received book had 
ever been checked. He replied: ‘*‘ No, we have our 
orders.” At the end of each audit when the balance sheet 


was sent to the directors for their signature, the auditors 
specially mentioned if any vouchers were missing, but 
never at any time during the twenty-four years they had 
been carrying out the audit was there the slightest refer- 
ence in any of the letters to the fact that they had not 
carried out a check of the cash received book. 


Mr. Gorman pointed out that in the defence, Ellis 
Green & Co. said that on several occasions they had called 
the attention of the plaintiffs to the fact that their system 
of book-keeping failed to make provision for any check 
on cash sales, and that in fact they had not checked the 
cash sales. The plaintiffs, however, said that no such 
communication was ever made either verbally or by letter. 
The system was designed by Ellis Green & Co.,and Counsel 
submitted that a business of that kind necessarily de- 
manded a check on the cash received. Yet no check of 
any kind was made by the defendants on the cash sales 
of the business. 


In cross-examination by Mr. Vos, Mr. James Thomas 
Pendlebury denied that the system of book-keeping was 
in existence before the flotation. Their previous system 
was an entirely different one. He always regarded their 
cashier as an unquestionably honest man. As far as he 
knew, the daily cash received book was a proper record of 
the takings of the firm. 


Mr. Vos, replying to the Judge said the case for the 
defence was that they never prescribed the books. They 
were never at any time shown the cash received book 
or the wages book. On certain occasions they expressly 
drew attention to the lack of internal check, and 
on every occasion they made the audit they certified that 
they had not checked material or wages. There was no 
system for recording cash purchases, and the cash 
received book was merely a rough memorandum book. 
There was no means of identifying items as purchases or 
sales. There was no reference in any of the other books to 
the cash received book, and many items had been dis- 
covered in the general cash book which were not to be 
found in the daily cash received book, and that book 
could not be regarded in any way as accurate. 


When they had drawn Messrs. Pendleburys’ attention 
to the lack of internal check, they were told they were 
perfectly satisfied. He said the duties of the auditors 
ended when they had brought the matter to the notice of 
the Pendleburys. 

Mr. Pendlebury, in reply to further questions, said it 
was not true to say that in July, 1912, Mr. Ellis Green 
saw him personally and, pointing out that the system of 
book-keeping provided no real check on the cash in the 
till, suggested they would be wise to have it remedied. 

“Mr. Vos: In January, 1919, there was a cash shortage 
of £56 which was brought to your notice, and you were 
told the auditors had no means of checking it, and you 
told them you were perfectly satisfied with the system, 
and were quite satisfied the money was there ?—I have not 
the slightest recollection of that. 


In cross-examination by Mr. Vos, he said he did not 
remember anything about the company telling Ellis 
Green & Co. in 1923 not to concern themselves any longer 
with preparing the company’s income tax returns. That 
was the first time he had ever heard of it. It was not 
true to suggest that the audit clerks regularly came to him 
for information in the course of the audits, except for 
matters concerning debenture interest. If money was 
taken out of the till for any purpose a receipt was given 
to the cashier. 


George Henry Elliott, a clerk in the employ of Harvey, 
Longrigg & Crickett, Chartered Accountants, who had 
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conducted an examination of the system of book-keeping 
used by the plaintiff firm, detailed the methods employed 
in connection with cash transactions, and their entry in 
the general cash book. He said that after checking the 
daily cash received book with counterfoils for various 
periods spread over four years, he had come to the con- 
clusion that book was correct. The cash recorded in the 
general cash book was £1,552 less than shown in the daily 
cash received book. It was impossible to keep a check 
on the cash transactions by starting an audit with the 
general cash book. He found that 34 to 55 per cent. of 
the plaintiffs’ business consisted of cash sales. There 
was no internal check and therefore it was imperative 
that the auditors should make many tests of those cash 
sales. 


In cross-examination Mr. Elliott referred to an account 
with a smelting firm which did not appear in the ledgers. 
He said the Pendleburys were aware of the fact. It was 
treated as a cash sale, and had the cash sales been checked 
it would have been discovered. Though he had never 
known it to happen he did not dispute that a bank re- 
ceived money after the usual banking hours on one day and 
credited it to the next day. 


Mr. Vos : It is part of my case that it would be impossible 
for the most prudent accountant, when these matters are 
kept from him, with the knowledge of the Pendleburys, to 
discover these irregularities. 

Mr. Elliott went on to say that not to have checked what 
was half the turnover of the company was very remiss 
and negligent. 

Mr. Vos: Have you discovered there are many items, 
amounting to a considerable sum of cash received, in the 
general cash book, which do not appear in the daily cash 
received book ? 


Witness : Yes; over the six years they amount to £282 
_ and comprise 101 items out of a total of some 25,500 items 
dealt with. He said he did not attach any great im- 
portance to them ; they could be accounted for by clerical 
errors. He denied that in taking the daily cash received 
book as the basis he had exaggerated the amount of the 
deficiency. He said he would not contest that in a large 
number of cases items in the general cash book agreed with 
the sales ledger, while the corresponding entry in the daily 
cash received book was in excess of those amounts. 


Replying to the Judge, Mr. Vos said he hoped to prove 
that whatever the daily cash received book might be, it 
was certainly not a record of the cash sales of the business. 
Never had any of the audit clerks seen it, and never had 
anyone suggested it existed. 

The Judge : What in the world do you suggest it is 
kept for ? 


Mr. Vos : Merely as a memorandum book. 


Mr. Harvey Longrigg, a Fellow of the Institute of 
Chartered Accountants, who has been in practice in 
Manchester for over thirty years, saia an auditor should 
concern himself with the system of book-keeping, and the 
manner in which the business was carried on. In a business 
similar to that carried on by the Pendleburys, if there 
were any leakages, they were generally found in the non- 
recording of the cash sales and wages. It was impossible 
to make a proper audit of such a business commencing 
with the general cash book. There were entries in the 
general cash book which should have led to questions by 
the auditors. 


Putting the case for the defence, Mr. Vos said his clients 
would say that they never prescribed the books or pur- 
chased the books that were used by the Pendleburys, nor 


did they prescribe the system of book-keeping. The Pendle- 
burys continued the system of book-keeping which was in 
force prior to the formation of the company, and no change 
of any kind was made. On the occasion of the very first 
audit, it was seen that there was no check on the wages. 
Nothing was placed before his clients to enable them to 
check moneys shown in respect of wages. That fact was 
duly brought to the notice of the company. Another 
item not vouched was material. Within a very short 
time, the senior audit clerk came to the conclusion that 
there was a lack of proper internal check, and made a 
note of that fact on his audit notes, which were passed on 
to Mr. Green, who took the matter up with the Pendle- 
burys. The chairman of the company said that he and his 
brothers were content with the system as it was, and were 
not prepared to alter the system. 


Counsel submitted that if an auditor went to the direc- 
tors of a company and said their system of accounting was 
not adequate, and there was no internal check, and they 
should allow him to provide a different arrangement, 
and, he was told that they did not want to do it, then it 
did not lie in the mouths of those people to come along 
afterwards and say “ It was your negligence that caused 
this loss.” 

Continuing, Mr. Vos said it was quite clear that the 
case for the plaintiffs was that these moneys had been 
frittered away into the pockets of the cashier, either by 
deliberate fraud or mistake. The evidence could only 
mean that here was a man faking the books. 


The Judge, he said, was being asked to say that the 
cashier was a fraudulent man who cooked the books and 
deliberately omitted various items from the general cash 
book. He submitted that on the evidence already before 
him, the Judge could not possibly say that the daily 
cash received book was a correct record. It was just as 
likely to contain payments out as payments in. He would 
not hesitate to ask the Judge to say he could not attach 
a single bit of importance to the evidence of Mr. J. T. 
Pendlebury. Messrs. Ellis Green & Co. were appointed 
merely as auditors of the company, and were never ap- 
pointed to act as accountants. They were paid a fee of 
£5 5s. originally, and that was afterwards increased to 
£7 7s. At first they prepared the income tax returns, but 
in 1923 the firm informed them that they wanted to do 
that work themselves. He was not suggesting for a 
moment that the Pendleburys had done anything wrong, 
but said such a hopeless position had arisen because of 
the methods they adopted of taking money from the till 
and telling the cashier afterwards, and the slipshod way 
in which they made no differentiation between purchases 
and sales in the books. 


Mr. Ellis Green, in evidence, said he had been a Char- 
tered Accountant since 1908. He was a member of the 
Manchester City Council, a former Lord Mayor of the 
city, and the present Chairman of the Manchester Watch 
Committee. The firm was appointed auditors of Pendle- 
burys in 1911. It was a friendly arrangement, as he had 
known Mr. J. T. Pendlebury for some thirty years. They 
never prescribed the system of book-keeping adopted by 
the firm or supplied books of account. The only books 
provided were a combined register of shareholders, direc- 
tors and debenture holders. From time to time he himself 
took up inquiries on points raised by the audit clerks, with 
Mr. J. T. Pendlebury. The audit clerks never knew any- 
thing about the existence of the daily cash received book. 
There was a general cash book, sales ledger, nominal ledger, 
and private ledger. No counterfoil slips were produced, and 
he did not know any existed. From those books it was 
possible for them to say what the true financial position 
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of the company was at any time. They were a complete 
double entry system of books. The cash in hand was 
counted and checked with the bank pass book at a time 
unknown to the company The essence of the system was 
that the cashier had no idea when they were going to do it. 


From 1911 to 1934 ten clerks were employed at different 
times on the audits of the company’s books. The lists 
showed that they did not purport to vouch wages and 
materials or check the purchases of the business. After 
the very first audit in January, 1912, he took up the 
question of the absence of any internal check with Mr. 
J.T. Pendlebury, and also the fact there were no vouchers 
for wages ; that cash sales had not been checked, nor 
sundry expenses. Mr. Pendlebury said he and his brothers 
were quite satisfied with the affairs. He received the ex- 
planations before allowing the balance sheets to go through, 
and considered he was fully entitled to rely on the ex- 
planations given. In January, 1919, he took up the matter 
of a cash shortage with Mr. J. T. Pendlebury, and the 
secretary of the company. They informed him that it was 
quite all right, as the cash was superintended by them- 
selves. It was a serious matter, and he required an ex- 
planation before he allowed the balance sheet to go through. 

Mr. Vos then dealt with the various allegations that 
had been made by the plaintiffs. Mr. Ellis Green said the 
cash in hand was checked and as the draft balance sheet 
was forwarded to the directors and approved by them, 
they were fully cognisant with the amount of the cash in 
hand. The three Pendleburys were the sole directors, the 
sole debenture-holders, and the sole shareholders. There 
were no data to vouch the cash sales, and after pointing 
out the lack of internal check and being satisfied with the 
explanations given, he came to the conclusion, rightly or 
wrongly, as no outside shareholders would suffer, that it 
would be safe to certify the balance sheets. The book 
described as the daily cash received book he took to be a 
kind of memorandum day book. It might be anything. 
He had seen it once or twice since the case commenced, 
‘but before was not aware any such book was in existence. 
As far as he could see, it was not the slightest use to any- 
body. There were no cross references, and nothing in the 
book to show whether items were receipts or payments. 
He had never known a book in which the receipts and 
payments were kept in one column, and then added 
together. He would not say that it was correctly described 
as daily cash received book. 


It was a rough memorandum book of transactions. 
They had no data to check the cash sales, and that was the 
reason why they took the matter up with the Pendleburys. 


He thought the fact that the general cash book was not 
written up in chronological order was a little irregular, 
but it did not arouse his suspicions because the Pendle- 
burys were fully cognisant of it. 

The Judge : Did this irregularity make you think any 
fraud was being perpetrated ? No, my Lord. 

Continuing, Mr. Green said it was quite a common thing 
for banks to accept money after the ordinary banking 
hours, and to credit it the following day. It had happened 
in a number of instances in his own office. 

If there was to be an effective check on the sales over 
the counter, there must be an internal check which 
involved either a mechanical check, or the use of a second 
person to check the record of sales made by the first person. 
If there were only one person operating at the counter, 

“there was no system of counterfoils which could prevent 
fraud if a person wanted to be fraudulent. 

Mr. Vos : Knowing what you know now, assuming you 
were auditing the books of the company to-day and know- 
ing nothing at all about any suggestion of dishonesty on 


the part of the cashier, and you had the same books put 
before you that you had during all these years, would you 
be in a position honestly to state that these books correctly 
recorded the true position of the company to the best of 
your information and belief ?—I do, and would not hesitate 
so to certify. 


Cross-examined by Mr. Gorman, Mr. Ellis Green said 
he could not recall any letter from his. office pointing out 
that the cash sales had not been checked, but repeated 
that he personally had brought it to the notice of the 
chairman of the Company. 


Why did you point out each half year about the wages 
and materials ?—Because they were both in the general 
cash book. 


I suggest the conversations you have spoken of with 
Mr. J. T. Pendlebury were never at any time in reference 
to cash sales ?—I do not agree with you. 


Did you merely accept the books which were given to 
you without in any way asking whether there were other 
books ?—-We always make out a schedule of the books of 
each audit. When the books are a complete set of double 
entry book-keeping we proceed with the audit. 

Continuing, he said regard would be paid to the kind of 
business that was being carried on. He knew that this 
was a business in which there were a large number of small 
items of cash sales, but did not ask for any record of the 
sums that went to make up the one total in the general 
eash book. 

Did you take any steps of any kind to see that the 
entries on the receipt side were correct ?—Yes, in the 
general cash book. 


Supposing you had known of the existence of the 
counterfoil slips would you have taken steps to check those 
slips against the entries in the cash book ?—TI think I 
should. 


The Judge: I understand you to say that, far from 
making inquiries about this matter, you pointed out to 
Mr. J. T. Pendlebury that there was no check on the cash 
sales because there was no record of the individual takings, 
and that the answer was that it was alright and they were 
quite satisfied ?—That is so. 

Herbert Southurst, a Chartered Accountant, who served 
his articles with Ellis Green & Co., said that in 1916, 
1917, 1918 and 1919 he conducted audits at Pendlebury’s. 


Mr. Vos : During that period did you ever see a daily 
cash received book ?—From my audit notes there is no 
mention of any such book, and I can only assume I 
never saw one. Had I seen one it would have been 
part of my duty to record it on my audit notes. All the 
other books are so recorded. 


In reply to further questions, he said he discussed the 
business affairs of the company on many occasions. His 
audit notes also showed that at the audit in 1919, when 
there was a cash shortage, he took the matter up with 
Mr. J. T. Pendlebury. 

Mr. Gorman : Did you not notice that use was made of 
counterfoil slips in the cash transactions ?—If I had seen 
them I should have made a note of it in my audit notes, 


and there is no such entry. 


Judgment. 

Mr. Justice Swift in giving judgment said that in 
performing the duties of auditor a professional 
man was in the position said of him by Lord Justice 
Lopes in the Kingston Cotton Mill Company case in 
1896. The Lord Justice said : “An auditor is not 
bound to be a detective, or as was said to approach 
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his work with suspicion or with the foregone con- 
clusion that there is something wrong.” 

He is a watchdog, but not a bloodhound. He is justified 
in believing the tried servants of the company in whom 
confidence is placed by the company. He is entitled to 
assume that they are honest, and to rely upon their 
representations, provided he takes reasonable care. If 
there is anything calculated to excite suspicion he should 
probe it to the bottom, but in the absence of anything of 
that kind he is only bound to be reasonably cautious 
and careful. 

Continuing, the Judge said that when one considered 
the attitude an auditor had to take towards a company, 
one had also to bear in mind what the constitution of 
that company was. It was all very well to say that an 
auditor was there to protect the shareholders. He was 
there to see the shareholders got a true representation of 
the finances of the company as disclosed by the books of 
the company. He thought, dealing with the matter as 
a matter of common sense, and in deciding whether 
reasonable care had been taken or not, an auditor was 
entitled to consider such a question as this: Is this 
company one which has 600 or 700 shareholders to whom 
I am vouching this information, or is it a company with 
only three shareholders, all of whom happen to be the 
three directors and the three debenture holders in the 
company ? It seemed to him that when an auditor was 
criticising the books of a company or the system of a 
company, it must make a material difference whether he 
was criticising it to the three men who in fact held every 
pecuniary interest of the company, or whether he was 
criticising it to a large body of outside people who were 
depending on him to watch the directors, and see what 
they were doing. He was quite satisfied that on more 
than one occasion the fact that there was no internal 
check on the cash receipts was brought to the notice of 
one or other of the two Pendleburys he had seen before 
him. When the case started, Mr. George Henry Elliott 
was called in to investigate the books of the company, 
and his researches had been most helpful, not only to his 
clients, but most helpful to him (the Judge). The way 
in which Mr. Elliott conducted his scrutiny was admirable. 
He brought to bear the greatest professional good sense 
in preparing the schedules that had been put before him 
showing the difference between the daily cash received 
book and the general cash book, and how the difference 
of £1,552 was arrived at. 


His evidence illustrated the difference between an 
accountant as an investigator, and an accountant who was 
acting as an auditor. Mr. Elliott was brought in as a 
detective ; not as a watch-dog, but as a bloodhound. 
There would be nothing wrong in the Pendlebury brothers 
taking as much money as they wanted from the till. It 
was their own, and there was no reason for any other check 
except the check they liked to have themselves. He was 
not at all satisfied, and he certainly did not think it was 
proved that there was any fraud on the part of the plain- 
tiff's dead cashier. If there was fraud, still he was not 
satisfied that there was any negligence on the part of 
Messrs. Ellis Green & Co. In his view, the plaintiffs had 
failed to make out their case. 


New Government Appointments. 


As a result of the appointment of Sir Thomas Inskip 
to be Minister for the Co-ordination of Defence, Sir 
Donald Somervill has been appointed to succeed him as 
Attorney-General, and Mr. Terence James O’Connor 
is to be Solicitor-General in succession to Sir Donald 
Somervill. Both the new law officers are young men, 
the Attorney-General being 46 and the Solicitor-General 44. 


Incorporated Accountants’ District 
Society of Leicester. 


ANNUAL DINNER. 

A gathering of more than 200 attended the Annual 
Dinner of the Incorporated Accountants’ District Society 
of Leicester at the Grand Hotel, Leicester, on March 10th, 
when the President, Mr. H. T. MrtuMan, F.S.A.A., was in 
the chair. The company included the Lord Mayor of 
Leicester (Councillor R. Hallam, J.P.), Sir Thomas Keens 
(Past President, Society of Incorporated Accountants 
and Auditors), Sir Frederick Marquis, M.A. (Managing 
Director, Lewis’s Ltd.), His Honour Judge Galbraith, 
K.C., Councillor C. R. Keene (High Bailiff of Leicester), 
the Mayor of Northampton (Councillor S. Perkins), the 
Mayor of Loughborough (Councillor F. G. Fleeman), 
Mr. A. A. Garrett, M.A. (Secretary, Society of Incorporated 
Accountants and Auditors), Mr. H. A. Pritchard (Town 
Clerk, Leicester), Mr. A. Gwynne Davies, B.A. (Town 
Clerk, Loughborough), Rev. Wm. Mander (President, 
Leicester Free Church Council), Mr. C. F. Bailey (President, 
Leicester Law Society), Mr. F. L. Attenborough, M.A. 
(Principal, Leicester University College), Mr. J. R. Corah 
(President, Leicester and County Chamber of Commerce), 
Mr. W. R. Kew (Town Clerk, Northampton), Mr. W. 
Minchen (President, Leicester Boot Manufacturers’ Asso- 
ciation), Mr. Alfred Dickens (President, Northampton 
and County Chamber of Commerce), Mr. F. P. Armitage, 
C.B.E. (Director of Education for Leicester), Mr. Basil F. 
Newill (President, Leicester Society of Chartered Account- 
ants), Mr. W. S. Jackson, B.A. (Inspector of Taxes), 
Alderman Charles Squire (Registrar, Leicester County 
Court), Mr. L. W. Kershaw, B.Sc. (Principal, Leicester 
College of Art and Technology), Mr. T. Kingdom, M.A. 
(Headmaster, Wygeston Boys’ School), Mr. John Blake- 
man, M.A. (Principal, Northampton College of Tech- 
nology), Mr. Evan Barlow (Official Receiver, Leicester), 
Mr. W. B. Giles (President, Insurance Institute of 
Leicester), Mr. A. W. Watson (President, Birmingham and 
District Society), Mr. W. P. Shipway and Mr. F. A. 
Gahan (Inspectors of Taxes), Mr. H. R. Horne (President, 
District Society of Nottingham, Derby and Lincoln), 
Mr. H. C. Bowman (Manager, Barclays Bank, Leicester), 
Mr. P. G. Jones (Vice-President, Northampton Boot 
Manufacturers’ Association), Mr. H. E. Clark (Chairman, 
East Midlands District Society of Incorporated Secre- 
taries), Mr. N. W. Payne (Manager, Midland Bank, 
Leicester), Mr. H. W. Jones (Manager, National Provincial 
Bank, Leicester), Mr. H. N. Geyde (Manager, Lloyds 
Bank, Leicester), Mr. S. I. Wallis (Hon. Secretary, Notting- 
ham, Derby and Lincoln District Society), Mr. Halvor 
Piggott (Hon. Secretary, Manchester District Society), 
Mr. H. Cunningham (President, Sheffield District Society), 
Mr. C. F. W. Hale (Collector of Taxes), Mr. O. Wheeler 
(Manager, Westminster Bank, Leicester), Mr. J. E. Stork 
(Hon. Secretary, Chartered Institute of Secretaries, 
Leicester Branch), Mr. H. Purt (Secretary, Leicester and 
County Chamber of Commerce), Mr. W. F. B. Smith 
(Collector of Taxes) and Mr. W. T. Manning (Secretary 
Leicester District Society). 

Sir FrepERIcK Marquis, proposing the toast of “* The 
Society of Incorporated Accountants and Auditors,” 
remarked that he always accepted invitations to the 
Society’s dinners, not only because of the enjoyment, but 
because of the moral uplift they gave him. The public 
thought of them as one of the really grim professions of 
the country. He once read that they were the watchdogs 
of the public and not the lapdogs. As a business man, 
he was very glad to pay a tribute which the men engaged 
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in active commerce owed to the profession of accountants. 
It was not only being good at figures which made a great 
success in business. There were other things—flair and 
capacity for invention ; qualifications which helped to 
create new businesses and revivify old businesses were 
not always associated with that careful precision of 
thinking which went with their profession. It was true, 
though, that many men who had acquired or were 
endowed with some particular form of technical capacity 
which had enabled them to build big businesses from small 
capital would have been incapable of doing so if it had 
not been for the careful guidance of accountants and 
auditors in connection with their financial dealings. 
He had no doubt himself that he owed much to the 
gentlemen who for years had been the watchdogs of the 
business with which he was associated. They had 
unhesitatingly told him the truth at the end of every 
half year, whether he wanted to know it or not. That 
was the real secret of accountancy. It was better to be 
indebted to one’s accountants than one’s bankers. It 
was better to let one’s accountant bully one than let the 
banker deal with one in that cold acid manner when 
the overdraft was not so very big. If it was very big 
that was all right. (Laughter.) Sir Frederick paid a 
tribute to the Society’s educational work, and mentioned 
the excellent Incorporated Accountants’ Course at Caius 
College, Cambridge. He felt that accountants were 
going to take an increasingly large part not only in 
business life, but in municipal life as well. It was not 
going to be enough in the future for the accountant to 
be only good at figures—there was not only an obligation 
to his client, but there was also a social and public obliga- 
tion of very great importance. The younger men would 
be wise indeed if they took every opportunity to acquire 
not only competance in the craft, but a broad and liberal 
education to enable them to understand that which 
was behind the figures. They were there to protect the 
public, and the public needed protection. Oxen were 
still being devoured by the wolves of commerce ; they were 
not all stupid or bovine oxen, but men who could not 
quite understand balance sheets. Incorporated Account- 
ants stood as an accredited profession with an obligation 
to the public. Their building on the Embankment in 
London was symbolic of something more than the beauty 
of stone and wood ; it was symbolic of the training of their 
future generation. (Applause). 

Sir Tuomas KEENs (Past President, Society of Incor- 
porated Accountants), replying to the toast, commented 
on Sir Frederick Marquis’s remarks on the progress of the 
small business man who by perseverance became a big 
business man. Sir Thomas said he hoped that Britain 
would always have opportunities of that kind. He could 
not conceive anything more horrible than the monopolisa- 
tion of industries. It was a matter of the greatest possible 
pride in the profession that their standard had always 
been in advance of the law. They had always taken a 
view of their responsibilities much higher than the actual 
legal requirements, and he trusted that would always be 
the point of view of accountants. He himself was con- 
nected with some fairly large industrial undertakings, 
and he realised now more than ever what the head of a 
large undertaking required of accountants. He required 
information on which to base policy, not only accurate, 
but at very short intervals. It was no use waiting for 
the annual statement. He must have the information 
monthly if he were to handle the affairs of any company 
with success and to frame policies from time to time. 
Sir Frederick Marquis was engaged in that most successful 
and lucrative branch of trade known as the retail. For 
that purpose he had to be not only a great business man, 
but also a great psychologist. Sir Thomas expressed 


regret that Mr. R. Wilson Bartlett, the President of the 
Society, was unable to be present. The formation of the 
Leicester Society, at whose birth he had assisted, had been 
fully justified. The Council desired him to express their 
appreciation of the work being done by the Leicester 
members, especially by the President, Mr. Millman, and 
the Hon. Secretary, Mr. W. T. Manning. The Society 
continued to progress and its membership was continually 
increasing. Its standard of qualification was always 
being raised higher. The position was very satisfactory 
when they considered the temptations open to the younger 
members to seek business in these competitive days by 
methods which were not strictly professional. Examina- 
tions were a vexed question which had caused a good deal 
of criticism, some justified and some exaggerated. One 
thing was absolutely certain, and that was that before 
men and women would be permitted to take up the 
Society’s qualification they would have to satisfy the 
Society’s examiners. The country appeared to be getting 
out of the slough and on the highway to prosperity. 
That was the result of many factors. It was true that the 
Government could claim some share because of the 
confidence engendered by stable government, but the 
work had been managed by business men aided by the 
profession of accountancy, which in the times of deepest 
depression assisted in setting straight and putting into 
order the affairs of business and dealing with a succession 
of past losses and so bringing about improvement. 
Leicester was one of the places which had recovered 
enormously. It was a city of many industries, and he 
trusted they would continue to flourish. (Cheers.) 


Councillor C. R. Keene (High Bailiff of Leicester) 
proposed the toast of “The Trade and Commerce of 
Leicestershire and Northamptonshire.”’ He said he had 
some small claim to be present as he himself was “ in 
danger” at one time of entering their profession. His 
employer, however, had not noticed any great gifts in 
him, and the best the speaker could remember about it 
was that his employer gave him a shilling for cleaning his 
bicycle. He left because he did not think accountancy 
was a sufficiently strenuous profession, but he did not 
tell his parents or his employer that. The Society was 
evidently preparing for a rainy day, for he noticed the 
Official Receiver was among the gathering. (Laughter.) 
Accountants were in that position, that if their customers 
prospered they shared in the dividends ; if their customers 
failed they still drew their commissions and discussed the 
affair with the Official Receiver. (Laughter.) Leicester 
had something in common with Northamptonshire, 
though the latter county sometimes had a different idea 
of Leicester than Leicester had of it. He remembered 
that he went round a tannery with Mr. L. W. Kershaw, 
and, becoming interested in the destination of the leather, 
asked the man in charge. He would not repeat what the 
man said, but his observations indicated that, while 
Northampton dealt in quality Leicester dealt with the 
million. The many qualities which were necessary in 
business to-day called for. much skill and knowledge, 
and it was to the credit of Leicestershire and Northampton- 
shire that they recognised this fact by providing institu- 
tions of art and technology. The Lord Mayor was 
Chairman of the Elementary Schools Committee, and as 
such was helping to provide the basis of education for 
the future. 

The Lorp Mayor or Lercester (Councillor R. Hallam) 
responded, and recalled that he himself was not born in 
the shoe trade. He was born of stockingers, of humble 


people ; his grandfather had to break stones on the road 
for a living during the hungry forties. He, the Lord 
Mayor, left the stockingers for the shoe trade, and ever 
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since it had prospered. (Laughter.) Reflecting on the 
increase in the use of shoes as against boots, the Lord 
Mayor attributed that change to better roads and draining. 
Whilst we owed a great deal to machinery we still owed 
a debt to the human element. Mass production had not 
destroyed the pride of craftsmanship which was to be 
found in Leicester and which had brought the city 
prosperity. Thirty thousand people were employed in 
the shoe trade in Leicester, which was the greatest shoe 
machinery centre in the world. Notwithstanding the 
growth of machinery there was one department where 
human labour paid best, and that was in the clicking 
room and the cutting up of skins. The selection of skins 
and their choice for different parts of the finished article 
was an important work, which made no small demand on 
the intelligence of British working men. Speaking of 
Leicester as a clean city, the Lord Mayor said the hosiery 
and shoe trade had done a great deal to bring that about. 
He also mentioned the development of handicraft work 
in schools, and added that such teaching would enable 
men and women to take their part in industry very much 
more easily. The Lord Mayor also paid a tribute to the 
Chamber of Commerce and the perseverance of Leicester 
manufacturers who were always prepared to meet changing 
circumstances with a freshness of outlook. (Cheers.) 


The Mayor or Nortuampron (Councillor S. Perkins) 
also responded. He said the relations between Leicester 
and Northampton were cordial. They were good neigh- 
bours, and he congratulated Leicester on the progress it 
had made. Northampton, too, had made great strides 
in post-war days. 

Before the next toast Sir Thomas Keens presented the 
Honorary Secretary, Mr. W. T. Manning, with a silver 
cigarette box, in recognition of the services he had rendered 
to the Leicester District Society since its formation. 
The inscription read: ‘“* Presented by the Committee 
and Members of the Incorporated Accountants’ District 
Society of Leicester to W. T. Manning, Esq., M.C., A.S.A.A., 
as a token of appreciation of his services as Honorary 
Secretary since its inauguration. March, 1936.” 


Mr. W. H. Ruopes, F.S.A.A., proposed ‘* Our Guests,” 
to which Mr. F. L. Arrensoroucu and His Honour 
Judge GALBRAITH responded. ; 

Judge GALBRAITH recalled that during his Parliamentary 
career he made about 150 speeches in the course of the 
year, mostly at week-ends, and when he took up his 
present honourable position he thought he would be free 
of after-dinner speeches. He referred to the great 
courtesy extended to him since he was appointed County 
Court Judge. As long as he filled that position he would 
display the most elementary of judicial qualities—the strict 
adherence to the absolute rule of courtesy to everyone 
who appeared before him. Both sides would get a com- 
plete hearing, and until they had had that opportunity 
he would reserve judgment. Concluding on a humorous 
note, Judge Galbraith remarked: ‘On behalf of the 
Inspector of Taxes and myself, who, like the poor, will 
always be with you, I thank you.” 


Mr. T. F. Brrcu, F.S.A.A., proposing the health of the 
President, remarked that Mr. Millman became an Associate 
of the Society of Incorporated Accountants in 1904 
and he himself followed him in 1905. 


Mr. Mitiman, in reply, said that in those early days 
Mr. Birch began to specialise in the subject of bankruptcy 
and insolvency, and to-day he was recognised as an 
authority on the matter. Dealing with bankruptcy 
and insolvency had not deprived Mr. Birch of his sense of 
humour, even when his remuneration as liquidator was 
under consideration. (Laughter.) 


Jncorporated Accountants’ District 
Society of East Anglia. 


ANNUAL DINNER. 

The annual dinner of the Incorporated Accountants’ 
District Society of East Anglia was held on February 28th, 
at the Royal Hotel, Norwich. The Prestpent of the 
District Society (Major S. T. Tunbridge) was in the chair, 
and the guests included the Lord Lieutenant (Mr. Russell 
Colman), Mr. Geoffrey Shakespeare, M.P. (Parliamentary 
Secretary, Ministry of Health), Mr. H. G. Strauss, M.P., 
Mr. C. Hewetson Nelson (Past President of the Society 
of Incorporated Accountants and Auditors), Mr. H. 
Jordan (County Accountant), Mr. G. E. W. Woolsey 
(President, Norwich Incorporated Law Society), Mr. 
C. R. A. Hammond (Director, Barclays Bank Limited), 
Mr. O. H. Carter (President, East Anglian Society of 
Chartered Accountants), Mr. H. P. Gowen, F.S.A.A. 
(President, Norwich Incorporated Chamber of Commerce), 
Mr. S. W. Hanscombe, A.S.A.A. (Chief Accountant, 
Liverpool Investment Building Society), Mr. A. A. 
Garrett (Secretary, Society of Incorporated Accountants 
and Auditors), Mr. T. Wilkinson (Senior Inspector of 
Taxes, Norwich), Mr. T. G. McKenna (Inspector of Taxes, 
Great Yarmouth), Mr. W. E. Bates (President, Bankers’ 
Institute, local centre), Mr. O. H. S. Sleightholme, 
A.S.A.A. (City Accountant of Norwich), and Mr. H. 
Harper-Smith, F.S.A.A. 


Mr. H. P. Gowen, F.S.A.A., proposed the toast of 
‘** His Majesty’s Government.” He said he felt they were 
meeting at a very critical period of history, as although 
this country was enjoying a period of expansion and 
prosperity, yet the political horizon of the world gave us 
a feeling of insecurity, as though we were living on top 
of a voleano which at any moment might become active. 
Still, it was at such a time as this that it was necessary 
to show trust in the Government and support it in every 
way possible. Notwithstanding the extraordinary 
matters engaging its attention, it was pleasant to know 
that the Government was not losing sight of the various 
matters affecting the domestic life of the country. It 
was interesting to note that the people of Norwich in 
their choice of representatives in Parliament, had made 
many wise choices. He had particularly in mind the late 
Mr. George Roberts. Then they had Mr. Walter Smith, 
and later Mr. Hilton Young. At this period they were 
represented by Mr. Geoffrey Shakespeare, and they were 
very proud of him. Their latest choice was Mr. Strauss— 
he had made his maiden speech in Parliament, and he 
was sure that everyone who read it was very pleased. 
It was a good thing for a Member of Parliament to have a 
local hobby, and he would suggest to Mr. Strauss that he 
should interest himself in the question of coast erosion. 
They in Norfolk were much concerned about this, as each 
year they saw their cliffs falling into the sea. They knew 
how interested Mr. Strauss also was in the preservation 
of rural England, and he would particularly like him to 
go by road from Wroxham to Horning and see what the 
County Council was doing to a road which in the past had 
proved to be wonderfully free from accidents owing to its 
many curves, which made it necessary for motorists to 
drive carefully. Trees and hedges were being pulled 
down and the road straightened to enable motorists to 
travel at a faster pace. In conclusion, Mr. Gowen con- 
gratulated Mr. Shakespeare on the work he was doing in 
connection with the health and housing problem, a sphere 
in which he had already made a name for himself. 

Mr. Grorrrey SHAKESPEARE, M.P. (Parliamentary 
Secretary to the Ministry of Health), replied to the toast. 
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He said that although he did not wish to make a con- 
troversial political speech, he thought he was entitled to 
express his pride in the Government’s measure of achieve- 
ment in years of unparalled difficulty. By steady, 
orthodox methods the finances of the country had been 
brought from chaos and placed on a sound basis. It was 
astonishing how steady the £ had been during the last 
three or four years, unlinked to anything but to a balanced 
Budget and the credit and stability of the country. Having 
balanced the Budget the Government had at the psycho- 
logical moment launched the biggest conversion scheme 
in this or any other country. Such was the confidence of 
investors that the Government was able to save £50,000,000 
a year to the taxpayers. From that day they had had 
cheap money which had borne fruit in every field of activity. 
Now they were pursuing a policy of expansion due to 
cheap money. The great road scheme was an example. 
During this time, too, the social services had been main- 
tained and, indeed, expanded. These social schemes 
had been made possible largely by the Chancellor of the 
Exchequer. Now they were embarking on a _ great 
programme of defence and putting their house in order. 
This would be a tax on the investing public, yet the burden 
would be negligible compared with what it might have 
been without cheap money. Whilst other countries 
were having unbalanced Budgets and were piling up debt 
Britain had been on the other tack, and the people were 
slowly being rewarded for the confidence they put in the 
Government four years ago. He was proud to be allowed 
to be associated with the Government of this country, 
which had done so much for all sections of the community 
by its steady, courageous attitude towards the finances 
of the country. (Applause.) 


Mr. H. G. Srrauss, M.P., proposed ‘** The Society of 
Incorporated Accountants and Auditors.” He said 
that whilst the public regarded the increasing prosperity 
of accountants as for the good of the community, he had 
never yet been to a meeting which had said “* We want 
more lawyers.”’ (Laughter.) He thought a_ possible 
reason was that, after all, lawyers spoke the English 
language, and, therefore, the public thought they ought 
to be able to understand the law. When they did not 
they blamed, not themselves, but the law. No member 
of the public in his wildest moments, however, con- 
sidered that he could understand a balance sheet. The 
profession of accountancy had reduced the balance sheet 
to a state of utter obscurity so that no one but them- 
selves could understand it. That was a triumph on which 
they could congratulate themselves. (Laughter.) He 
was bound to say that his profession was inclined to make 
use of this. Having alluded to the manner in which 
accountants gave as assets things which any ordinary 
member of the public would regard as liabilities, he said 
a little more than 100 years ago he believed there were 
only about 80 practising accountants in London. They 
knew better than he did how many there were now. 
There were many reasons for the rise in numbers in that 
great profession. He supposed one of the chief reasons 
was the coming of the great joint stock companies who 
could not have proceeded without their help. To be 
a good accountant one had to have a large sphere of 
training. At present the average member of their pro- 
fession knew at least as much law as the average member 
of his profession on a number of subjects, such as the 
Law of Partnership, Bankruptcy, Income Tax, Trustee- 
ships, Executorship Law, &c. He had profoundedly 
admired the capacity of their profession in fulfilling these 
demands. It was of national importance in these days. 
Business could not take place without the help of 
accountants. The great organised institutions of their 


profession were of vital importance, and it was with 
the greatest pleasure that he proposed the health of one 
of these great institutions. 


Mr. C. Hewetson Ne son, J.P. (Senior Past-President 
of the Society of Incorporated Accountants and Auditors), 
replied to the toast. Mr. Nelson stated that he had been 
a member of the Council since 1901, and he desired for 
a moment to refer to the outstanding events in con- 
nection with the Society of Incorporated Accountants 
and Auditors since that year. In 1901 the membership 
of the Society was 1,514, whereas in 1936 the membership 
was 6,664, of whom 96 per cent. had passed the pre- 
scribed examinations of the Society. In 1907, the 
Council took steps to protect the designation “ Incor- 
porated Accountant.” Mr. Nelson described the action 
taken by the Council which resulted in the famous 
Warrington Judgment of 1907. He also referred to the 
purchase of Incorporated Accountants’ Hall, which was 
opened by H.R.H. The Duke of York in 1929, and stated 
that although there was doubt in the minds of some of 
the members of the Council whether the scheme to purchase 
could be financed by the Society, the members were 
invited to subscribe to an issue of debentures, and the 
invitation resulted in a considerable oversubscription. 
The Society now had headquarters of which it was justly 
proud. Mr. Nelson stated that during his Presidency 
(1913-16), the profession was of great service to the 
Government. Accountancy was declared officially to be 
a profession of national importance, and they were called 
upon to assist in difficult problems arising from the 
imposition of Excess Profits Duty, and other matters. 
They were honoured that evening by the presence of 
the Lord Lieutenant (Mr. Russell J. Colman), and Mr. 
Nelson referred to the constitution of the Board of Referees 
upon which he had the honour to serve with Sir Jeremiah 
Colman. The Society celebrated its fiftieth anniversary 
in 1935, and the late Sir James Martin was elected 
President for these celebrations. All members of the 
Society were aware of the great service which had been 
rendered to the profession by Sir James Martin, whose 
name would always remain an inspiration to them. 
The East Anglian District Society was to be congratulated 
upon its progress. It had one unique feature in that 
both the Past Presidents, Alderman H. Harper-Smith, 
J.P., and Mr. H. P. Gowen, J.P., had served the office of 
Lord Mayor of Norwich. 


Mr. RussEui Cotman, J.P. (Lord Lieutenant of Norfolk), 
proposed ‘The Incorporated Accountants’ District 
Society of East Anglia.”” He described accountancy as 
the study of the science of figures, and said he would 
like to pay a tribute to the work of the profession. .s 
business men they could not do without accountants— 
in fact, without their signatures they would not be able 
to pay any dividends. (Laughter and applause.) Mr. 
Colman was persuaded to tell some Norfolk stories in 
dialect, to the great amusement of the company. 


Major S. T. Tunsripce (President of the District 
Society), replying, thanked them for the way they had 
received the toast. It had been the policy of the Society 
_to encourage students at lectures in the district. Those 
lectures had been very well attended, not only by the 
younger members, but also by the older members. East 
Anglia was rather a large area, and they had some difli 
culty in dealing with people from Ipswich and King’s 
Lynn. Norwich was, of course, the most convenient 
centre for the district. The young men of these days 
were more fortunate than were the older men, because 
they had a chance of attending these lectures. They wer 
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also very fortunate in the quantity of literature they had 
at hand. They had a very well equipped library in Queen 
Street which was available for any member to refer to. 
They had also a large record of cases which had been 
before the Courts on the subject of Income Tax. He 
would like to thank Mr. Donald V. Hayden for his efforts 
as Secretary of the District Society. They were very much 
indebted to him for the smoothness of the arrangements 
that evening. He wished also to thank the members of 
the Society for electing him their President. That post 
gave him the opportunity of wearing the badge of office 
given by Mr. H. P. Gowen and Mr. H. Harper-Smith, and 
he hoped it would be cherished by the Society for many 
years to come. 


Mr. H. Harper-Smirn, J.P., F.S.A.A., in proposing 
“The Guests,” said they had something like fifty Incor- 
porated Accountants in Norwich, of whom twenty-two 
were in practice for themselves. He thought the reason 
so many guests had come there that night was that they 
desired to show their pleasure at the work the members 
of the Society had been carrying on in that city. Six 
members were attached to the Accountancy Department 
of the City of Norwich. They had with them the Secretary 
of their Parent Society, Mr. A. A. Garrett. He was one of 
those very modest men who did not like themselves talked 
about. They were also delighted to see Mr. C. Hewetson 
Nelson. Mr. O. H. Carter represented the Institute of 
Chartered Accountants in Norwich. They knew him as 
the great financier of the Amateur Operatic Society, and 
they were extremely grateful to him for what he had done 
in that respect. They had also with them Mr. Hammond, 
a Director of Barclays Bank, whom they were delighted 
to have amongst them. There was also Mr. Jordan, 
representing the Accountancy Department of the County 


of Norfolk, from whom they had recently had a very 
valuable paper on “* Fraud.” They were likewise honoured 
by the presence of the Mayor of Lowestoft, who was a 
member of the Society. 


Mr. O. H. Carrer (President of the East Anglian Society 
of Chartered Accountants) responded. He said he found 
himself amongst such a distinguished number of visitors 
that he was surprised he was asked to respond. He, 
however, liked to think that probably the reason he was 
asked was because he was a member of the profession. 
He hoped that the day might come when the two branches 
of the profession, the one he represented, and the one they 
represented, should be united. He thought that a function 
such as that served many useful purposes. There was a 
tendency for members of the same profession to tread on 
each others’ toes, and a function of that sort minimised 
such a tendency. He thanked them for coupling his name 
with the toast. 


Mr. Asuton Stray (Town Clerk of Lowestoft), also 
responding, said that had he not already known that Mr. 
Harper-Smith was an accountant, he would have known 
as soon as he started to make his speech, because his first 
sentence was *‘ I want to know.” He as the humble Town 
Clerk, whenever he had to attend a function of this sort, 
felt safe in the presence of the Mayor. He was pleased to 
hear the remarks of Mr. Gowen with regard to coast erosion 
and he hoped Mr. Strauss would take up the question of 
the sea defence works. If Mr. Strauss would take that 
matter seriously, he would earn the gratitude of the Mayor 
of Lowestoft and himself. 


Mr. Maldwyn Edmund, F.S.A.A., has been elected 
Mayor of Johannesburg. 


Survey of Case Law on Capital 
and Revenue Expenditure. 


Nores of a lecture given to the Glasgow Incorporated 
Accountants’ Students’ Society by 


Mr. W. M. WEDDERSPOON, M.A., B.Com., 
Inspector of Taxes, Edinburgh. 

Mr. WEDDERSPOON said: Before imparting any of my 
efforts on this subject, let me inform you that my reading 
of the Acts and Case Law does not necessarily indicate 
the official views of the department in which I am 
employed. 

Probably the most fruitful source of controversy between 
inspectors of taxes and accountants is the admissibility 
or otherwise of charges made in profit and loss accounts. 
The legal position, so far as affected by statute, can be 
found in the 1918 Act, in the rules applicable to Cases I 
and II, Schedule D, and in sect. 209. The latter section 
uncompromisingly asserts that “in arriving at the 
amount of profits or gains for the purposes of income tax, 
no other deductions shall be made than such as are 
expressly enumerated in this Act,” and Rule I of Cases I 
and II says “the tax shall be charged without any 
other deduction than is by this Act allowed.” 

From these statements one would imagine that all 
one had to do was to inspect a list of allowable deductions 
in the Act, and merely separate the sheep from the 
goats. In fact, however, the only other mention of 
deductions is in Rule III, which gives some negative 
information beginning: ‘‘ No sum shall be deducted in 
respect of (a) any disbursements or expenses not being 
money wholly and exclusively laid out or expended for 
the purposes of the trade.” In effect, the legislators 
seem to have flung up the sponge when they came to 
listing admissible deductions, and, in John Buchan’s 
words, they “ opened the yett of Heaven sae wide, the 
veriest stirk could get inside.”” Accordingly Rule III, 
framed like a bread and butter provision for the legal 
fraternity, has given rise to a considerable quantity of 
case law, on which to a great extent the present-day 
practice is based. 

Speaking generally, the admissibility of deductions 
depends on two main points : first, whether a particular 
charge is an expense of earning the profits, or an expendi- 
ture of profits earned—for example, debenture interest, 
partners’ salaries, income tax: these are allocations of 
income already earned; while rent, wages, rates are 
expenses of earning the income. The second main question 
is whether a particular charge is capital or revenue, and 
it is on this second point that I propose to concentrate 
to-night. 

Rule 3 (a), which refers to expenses wholly and ex- 
clusively laid out for the purposes of the trade, and the 
following subsections, including (f) and (g), which forbid 
deductions of capital, have given rise to several well 
known dicta in cases taken to the Courts. I shall only 
quote that of the Lord President in the case of the 
Dailuaine-Talisker Distilleries : ‘* The profits arising or 
accruing from a business which are assessable to income 
tax are none other than those which are ascertained on 
ordinary principles of commercial trading, by a sound 
system of commercial book-keeping, except in so far as 
the Rules of Schedule D require a departure to be made 
from that method.” Thus, in effect, the computation 
of profits is placed in the accountant’s hands, with the 
qualifications of the rules and case law. 

The first list of cases to which I would refer you are 
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capital expenditure from an accounting standpoint, are 
in connection with capital. 


In the Vallambrosa Rubber Company case, the Revenue 
sought to disallow expenditure on cultivation of rubber 
trees which would only mature in six or seven years as 
being capital expenditure, i.e., to restrict as a general 
principle all expenditure to that which results in the 
receipts of the year. It was held that a charge might 
be a revenue expense, although the fruits did not appear 
in the year of account, and the Lord President gave a 
rough definition of capital and revenue expenditure : 
“Now I don’t say that this consideration is absolutely 
final or determinative, but in a rough way I think it is 
not a bad criterion of what is capital expenditure as 
against what is income expenditure to say that capital 
expenditure is a thing that is going to be spent once 
and for all, and income expenditure is a thing that is 
going to recur every year.’ This decision favoured the 
company in that trees were not brought in as stock, and 
so expenditure was not reflected in a more valuable stock. 


Now take the opposite case, where ultimate receipts 
are not the result of several years’ expenditure, but where 
expenditure is deferred for some reason or other, and 
accumulated deficiencies are made good in one year. 
For example, where several years’ repairs are carried out 
in one year, there is no question that the cost is admissible 
so long as the result is merely to restore the original 
asset and no new asset is created. In the case of 
Ounsworth v. Vickers, the dredging of the channel at 
Barrow to Messrs. Vickers’ works had been neglected 
by the appropriate local authority, and when an order 
for a particularly large battleship was received it was 
found impossible to complete the contract without 
dredging the channel. To avoid deepening the whole 
channel a deep water berth was constructed half-way 
out, whereby the vessel could be moved out in two tides. 
It was held that as the expenditure created a new asset, 
it was inadmissible. 


Then take the case of repairs effected on an asset 
purchased in a defective condition. Here again the 
expenditure is capital. In the Law Shipping Company 
case a company purchased a ship whose Lloyd’s survey 
was overdue. The survey was delayed while a voyage 
was completed, and when carried out entailed extensive 
repairs. It was admitted that if the repairs had been 
carried out by the old owner he would have been entitled 
to an allowance, but as the repairs did not result from 
the company’s use of the vessel they were disallowed. 
Remember the wording of Rule 3, “* wholly laid out for 
the purposes of the trade.”” This expenditure was due 
to use in the hands of the previous owner—except for 
the one voyage—and not to use in the hands of the Law 
Company. 

If you have cases in your own experience where, for 
example, a firm moves to new premises and carries out 
painting, repairs, &c., remember this case ; the expendi- 
ture is inadmissible—presumably the premises were 
bought at a lower figure than if they had been in a proper 
state of repair. 


I have frequently found accountants claiming an 
allowance for hypothetical repairs. Alterations are 
carried out on premises—perhaps a partition knocked 
down to enlarge a shop, necessitating repairs and decorat- 
ing—the accountant claims that the premises needed 
painting and repairing in any case—that an allowance 
should be made of an estimated amount to cover expenses 
which would have been incurred. Or again, instead of 
repairing a fixed asset, a new asset is purchased. This 


type of claim was previously dealt with on the basis of 
Ounsworth v. Vickers and an Irish case of Fitzgerald v. 
C.I.R. In April of last year a convincing decision 
supporting the rejection of such a claim was given in the 
ease of Margrett v. Lowestoft Water and Gas Company. 
Here the company erected a new covered-in reservoir 
to replace an old open reservoir which was not worth 
repairing. The new reservoir was twice the capacity 
of the old, and was of an improved type. On appeal to 
the General Commissioners an allowance of part of the 
cost was made as representing the renewal of the old 
reservoir, but Mr. Justice Finlay held in the High Court 
that there was no evidence that any part of the cost 
was other than capital expenditure. “* If they had repaired 
the old reservoir,”’ he said, ‘‘ they would have incurred a 
certain amount of expense, but it seems to me that that 
does not make it possible to dissect the capital sum which 
they spent, and to say that that amount which would 
have been spent in repairing the old reservoir can 
notionally be treated as being a sum expended for repairs. 
They have chosen not to repair the old but to builda 
new reservoir, and that is just capital expenditure.” 


One other example of expenditure in connection with 
capital. A company wants to get rid of a lease and 
pays a sum to the lessor in cancellation of the lease. It 
was held in the case of Mallett v. Staveley Coal and Iron 
Company that this expenditure in getting rid of an onerous 
asset was inadmissible, although if the company had 
continued to pay the rent it would have been an allowable 
deduction. A lease is a fixed asset—it was not the 
company’s business trading in leases. 

In the Glasgow case of Mactaggart v. Strump, a firm 
had to pay a premium of £1,500 to obtain the renewal 
of their lease. This was held to be capital—a payment 
to acquire a fixed asset. 


To sum up, then—where expenditure has as its purpose 
the acquisition of a tangible or intangible fixed asset, it 
is capital ; where expenditure on an existing asset alters 
its nature or creates a new asset, it is capital ; but where 
the effect on income is merely deferred, that in itself 
does not make the expenditure capital. 


Let us look at a second type of question, the allowance 
for wasting assets—in other words, the annuity principle. 
This principle is that the Acts make no allowance for 
capital used up in creating income, the exception being 
the wear and tear allowance and the mills and factories 
allowance. To quote the Lord President in the Coltness 
Iron Company case: ‘“‘ The general principle of the 
income and property tax, to which effect is given by the 
statutes, is that everything of the nature of income shall 
be assessed from whatever source it may be derived, 
whether from invested capital or from skill and labour, 
or from a combination of both, and whether temporary 
or permanent, steady or fluctuating, precarious or secure. 
Nor does it make any difference on the incidence of the 
tax that the income has been created by the sinking of 
capital, as in the case of the purchase of annuities, instead 
of being merely the natural annual product of an invested 
sum which remains unconsumed and undiminished by 
the consumption of the income which it yields.” The 
deduction claimed in the Coltness case was the cost of 
sinking the necessary pits after one area had been worked 
out, but the decision covered the whole principle of 
exhaustion of the subject, and was applied in the most 
important case on the point, The Alianza Company v. Bell. 
An English company owned nitrate grounds in Chile 
and claimed the cost of the raw material used up each 
year. The Master of the Rolls says: ‘ Their contention 
is that the sum deducted represents only the cost of the 
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raw material consumed in the year and stored in the 
ground until consumed, and that there can be no dis- 
tinction in principle between raw material acquired once 
for all and stored, and the like material acquired from 
time to time, as it was wanted for the purpose of manu- 
facture. In my opinion this contention is concluded 
by authority. The point has frequently been discussed 
in other cases where capital has been embarked in a 
wasting subject matter, such as a coal mine, and the 
same argument has been advanced and overruled.” 


It is interesting to note that the respectable Scots 
companies who own cemeteries, and sell us grave spaces, 
obtain no relief for the cost of land used up, a fact which 
gives some slight consolation for any part we may take 
in this nefarious trade. 

My third and last point deals with lump sum payments. 
The general principle here is that where a lump sum 
payment is made to avoid an annual payment of pre- 
determined amount, itself admissible, it is an allowable 
deduction. This is really Vallambrosa expenditure in 
that its effect is merely deferred. 


The first important case is that of Hancock v. General 
Reversionary and Investment Company. The company 
gave a pension to a retired employee and subsequently 
purchased an annuity for the employee to replace the 
pension. This was merely the pension in another form, 
and the cost was allowed. Contrast this with the case of 
Messrs. Rowntrees, who set aside £50,000 as a nucleus 
of a sickness fund for employees. They had previously 
contributed to such cases, but here the future demands 
were contingent and not capable of exact ascertainment. 


You may be thinking, but how does all this agree with 
the Staveley lease case, where a lump sum got rid of 
future payments of rent? Let me read you the Master 
of the Rolls’ opinion (8 T.C., p. 697), ‘“‘ Where you find 
there is a continuous business demand you may on 
business principles summarise that continuous demand 
and on prudent grounds may make a payment which 
covers more than the particular year, and you may be 
able to show that it is a sum wholly and exclusively 
laid out in the earning of the profits.” 


In the Rowntree case the Court held that it was 
not an admissible deduction to set aside the £50,000. 


In a similar case, Atherton v. British Insulated Cables, 
the Lord Chancellor gave the following dictum: ‘* Where 
an expenditure is made, not only once and for all, but 
with a view to bringing into existence an asset or advan- 
tage for the enduring benefit of the trade . . . such 
expenditure is properly attributable to capital.” 


Finally, in the Anglo-Persian Oil case, where the 
question at issue was a lump sum paid to terminate an 
agency agreement, Lord Justice Lawrence said: ‘* Where 
a trader, in order to effect a saving, dispenses with the 
services of a particular agent or servant, and makes a 
payment for the cancellation of the service agreement, 
such a payment is properly chargeable to revenue ; it 
does not involve any addition to or withdrawal from 
fixed capital ; it is purely a working expense.” 

To gather together our loose ends: Can we now trace 
the development in case law of a simple principle 
distinguishing capital from revenue ? 

In the early Vallambrosa case we saw that capital 
expenditure was usually a thing spent once and for all— 
that revenue tended to recur. In the British Insulated 
case we saw that that was not enough ; that expenditure 
had to be with a view to creating an asset or enduring 
advantage. Finally, in the recent Anglo-Persian case 


the principle was stated in another form—that the asset 
brought into existence might be fixed or circulating— 
and that the true test is that of fixed or circulating 
capital—expenditure which acquires or is in connection 
with fixed capital is inadmissible, and vice versa. The 
question as to what is fixed capital of course depends on 
the trade; machinery is usually regarded as fixed, but 
in the case of a broker in machinery it is stock, and as 
such, circulating. You can think of many other examples. 
This, then, is the present state of the law on the point, 
and the test given is quite satisfactory, as you will see if 
you apply it to the previous cases. As was said in a 
recent case, it is as good a test as can be found. 


Sel 
— 


District Societies of Pncorporated 
Accountants. 


LIVERPOOL. 


On Wednesday, March 11th, the Incorporated Account- 
ants’ District Society of Liverpool held an experimental 
meeting taking the form of a series of unrehearsed dis- 
cussions on Professional Topics. There was a large 
attendance of members, presided over by the President 
of the District Society (Major E. S. Goulding), the subjects 
for discussion being taken from the following :— 

(1) Should an Auditor hold Shares in Companies whose 

Accounts he Audits ? 

(2) Modern Taxation Practice. 

(3) Staff Training. 

(4) Review of Examinations. 

(5) The Growth of an Accountancy Practice—Some 

(6) 


New Fields of Development. 
Capital for Clients’ Businesses. 

(7) The Reading of an Incorporated Accountant. 

A meeting was held on March 20th, when Mr. Hargreaves 
Parkinson (Associate), editor of The Economist, gave an 
address on ‘‘ Business Forecasting.” 

An informal dinner was held afterwards at the Con- 
stitutional Club, the chair being occupied by Major E. S. 
Goulding. The guests included Mr. Hargreaves Parkinson, 
Lieutenant-Colonel J. Sandeman Allen, M.P., Professor 
G. C. Allen (University of Liverpool), Mr. A. A. Lyons 
(Chairman of the Manufacturers’ Section, the Liverpool 
Chamber of Commerce), Mr. Philip Holland (American 
Consul-General), Captain Cedric Jacob, Mr. D. Caradog 
Jones (University of Liverpool), and Mr. Hugh MacKay 
(General Manager, Liverpool Daily Post and Echo). 


SOUTH WALES AND MONMOUTHSHIRE. 
(CARDIFF STUDENTS SECTION.) 

By kind permission of the directors of Norths’ Naviga- 
tion Colliery Company, a party of eighteen members of 
the Cardiff Students’ Section made a tour of the Collieries 
at Maesteg on March 18th. The journey from Cardiff was 
made by motor coach direct to the Coegnant Colliery. 
A visit was then paid to the St. John’s Colliery to inspect 
the screens and to see the various methods adopted for 
cleaning and preparing the house coals. To those who had 
not previously visited a colliery the experience was one 
of much educational value. 

Tea was taken at Maesteg, where the party was joined 
by Mr. D. Cambettie (chief clerk at head office of the 
Colliery Company), Mr. W. M. Llewellyn (colliery man- 
ager), Mr. W. J. Rawle (colliery under-manager), Mr. 
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W. D. Gould, Mr. George Thomas and Mr. A. H. Evans 
(agents). A hearty vote of thanks was extended to the 
officials for their kindness in conducting the party over the 
collieries. 

(NEWPORT STUDENTS’ SECTION.) 

On March 18th, the Newport Students’ Section of the 
South Wales and Monmouthshire District Society of 
Incorporated Accountants held their ninth annual dance 
at the Westgate Hotel, Newport. The function was 
originally arranged for early February, but was postponed 
on the death of His Late Majesty King George V. 

Mr. R. Wilson Bartlett, J.P., the President of the 
Parent Society, was present. Mr. Bartlett, who was one 
of the founders of the Students’ Society at Newport, has 
always taken a very keen interest in the Newport Students, 
and members were delighted that he was able to be with 
them during his Presidency, when so many calls must be 
made on his time. 

This year’s Vice-President of the District Society, Mr. 
Percy Hayes, came from Cardiff, and as usual a number of 
Cardiff and district members supported. About seventy 
members and their friends attended, and the function was 
most enjoyable, no small measure of the credit for which 
must go to the M.C., Mr. C. H. Railton. The arrangements 
were made by a committee consisting of Mr. E. W. 
Sweeting, Chairman of the Newport Students’ Section ; 
Mr. W. W. Stanley, the Secretary ; Miss _ Bartlett, 
Miss Langmaid, Mr. C. H. Railton, Mr. C. V. Trace and 
Mr. C. E. Harrison. 


Society of Jncorporated Accountants 
and Qubditors. 


(Scottish Branch.) 
(Scottish Institute of Accountants.) 


ANNUAL MEETING. 


The annual meeting of the Scottish Branch was held. 


in Glasgow on Friday, March 6th. Mr. Robert T. 
Dunlop, President of the Branch, presided. There were 
also present: Mr. W. Davidson Hall, Vice-President ; 
Mr. Walter MacGregor, Mr. J. Stewart Seggie, Mr. William 
Houston, Mr. John A. Gough, Mr. P. G. S. Ritchie, Mr. W. 
Hill Jack, Mr. E. Hall Wight, Mr. E. Mortimer Brodie, 
Mr. J. T. Morrison, J.P., Mr. John S. Gavin, junr., Mr. 
D. Basu, B.Se., Mr. Alex. M. Shaw, Mr. James A. Scott, 
Mr. J. C. McMurray, Mr. J. M. Roxburgh, Mr. James B. 
Hutcheson, Mr. T. Robertson, Mr. Wrn. B. McArthur, 
Mr. J. Weir Neilson, Mr. J. Cecil Gibb, Mr. Alex. B. 
Marshall, Mr. A. Findlay, Mr. W. A. Eadie, Mr. J. S. 
Hamilton, Mr. Ian Hewat, Mr. R. J. Thursby, Mr. John 
Aitchison, Mr. J. Hawthorne Paterson, and Mr. James 
Paterson, Secretary. 

Before proceeding with the business of the meeting 
the Chairman referred to the recent death of King George, 
and asked those present to stand for a moment in token of 
their respect for his memory, and their loyalty to his 
successor, King Edward. 

Apologies for absence were intimated from Mr. D. R. 
Matheson, M.A., LL.B., Mr. D. M. Muir, Mr. W. L. 
Pattullo, Mr. W. J. Wood and Mr. J. Stirling Brown. 
The Secretary also read a letter from Mr. Garrett, Secre- 
tary of the Society, expressing his appreciation of the 
work of the Branch and his regret that he was unable to 
be present at the annual meeting. 

The Chairman, in moving the adoption of the report 
and accounts, referred to the loss sustained by the Branch 
through the deaths of no fewer than five of their oldest 


members. Last year a few days before the annual meeting, 
Mr. David Hill Jack, a former President, died full of 
years, and his death was sympathetically referred to from 
the chair at last annual meeting by Mr. Stewart Seggie. 
This year he had the sad duty of referring to the death of 
Dr. John Bell, the senior Vice-President, which took place 
with startling suddenness little over a week ago. Dr. 
Bell took a keen interest in all matters relating to the 
Scottish Branch. He was a man of great energy and 
ability, a keen fighter for Scottish rights, and, withal, of 
a kindly disposition, a loyal colleague and a faithful 
friend. 

Referring to the report, the Chairman said that the 

had been a busy one. The examination and other 
fees paid through the Branch for the year amounted 
to £261 4s. 3d., an increase of £28 17s. 3d. over last year, 
and were, he thought, a record for the Branch. 

As regards the Students’ Societies, several lectures 
had been given in Glasgow, which were largely attended. 
The Council had held one meeting in Edinburgh, which 
gave them an opportunity of meeting Edinburgh members 
and some of the students there. 

After referring to various items in the report, specially 
commending the Benevolent Fund to the generous con- 
sideration of the members, the Chairman said that the 
London Council, on which he and the Secretary repre- 
sented the Scottish Branch, had a great many functions to 
perform dealing with the Society’s interests at home and 
abroad. All matters which in any way affected Scotland 
were kept constantly in view by the Scottish representa- 
tives, and received very careful consideration. 

The Council were very glad to receive a further con- 
tribution from Mr. W. Davidson Hall towards the prize 
fund, and from Mr. Walter MacGregor for the Library. 
One of their youngest members, Mr. D. Basu, had also 
offered a prize for Intermediate students. All these were 
welcome gifts, and showed a lively interest in the work of 
the Branch, all the more so as they were in the happy 
position to have with them that day two candidates, 
one of whom, Mr. J. A. Cremin, B.A., Stirling, won the 
first place in the Intermediate examination; and the 
other, Mr. Thomas Methven, Linlithgow, the first place 
in the Preliminary examination in the November examina- 
tions. These would be suitably referred to later. 

Mr. J. Stewart Seggie, in seconding the adoption of the 
report, urged the members to give greater support to the 
Golf section, and after remarks by Mr. E. Mortimer 
Brodie, who specially commended the Benevolent Fund, 
Mr. James A. Scott, Mr. E. Hall Wight and others, the 
report and accounts were adopted. 

Mr. Alexander Davidson, Peterhead ; Mr. E. Mortimer 
Brodie, Port Glasgow; Mr. W. L. Pattullo, Dundee ; 
Mr. W. Hill Jack, and Mr. Robert Fraser, Glasgow, were 
elected Members of Council. 

Mr. J. C. McMurray and Mr. W. D. Fisher were elected 
Honorary Auditors. 

The Chairman, in appropriate remarks, then presented 
prizes from the W. D. Hall fund to the Scottish candidates 
who had been awarded Honours last year, namely, to Mr. 
James A. Cremin, Ordger’s “*‘ Common Law of England ” 
(2 vols.); and to Mr. Thomas Methven, Cutforthi’s 
** Audits ” and Hawkins’ “‘ Cost Accounts.” Both recip- 
ients suitably acknowledged the prizes. 

The meeting closed with a vote of thanks to tlie 
Chairman. 

Report. 

The Council have pleasure in presenting the fifty-sixth 
annual report of the Scottish Branch for the year ended 
December 81st, 1935. 


| | d 
| || a . 
Ss 
) 
I 
G 
tl 
S 
B 
vi 
al 
in 
wi 
| St 
we 
ve 
Vi 
sel 
| ret 
be 
fou 
| an 
19: 
in 
but 
an 
adi 
————— : 
pos 
J 
was 
epee sore and 
Mr. 
: ee a 
N 
ani 
to 
mee 
Bra 
S 
| Stu 
mee 
inte 
prof 
burg 
in t 
of C 
| E 
May 
cand 
two 
cand 
and 
the ¢ 
the 
from 
In 
payr 
| Prize 
his 
| Acco 
| for | 
accey 


APRIL, 1936] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


2538 


Deatus oF MemBers.—Since last annual report the 
Scottish Branch lost several old and valued members :— 
Mr. David Hill Jack, Mr. James Wilson, Mr. William 
Harris Jack, Glasgow, and Mr. William Wilson, Jr., 
Greenock. Dr. John Bell, one of the Vice-Presidents of 
the Scottish Branch, died suddenly on February 17th last. 

Mr. D. Hill Jack was for many years President of the 
Scottish Branch and one of the representatives of the 
Branch on the London Council, where he gave very 
valuable service. 

Mr. James Wilson and Mr. William Wilson, Jr., were 
also old members, both of whom took a practical interest 
in the work of the Branch. 

Mr. William Harris Jack (Glasgow), another old member, 
was for some years an active member of the Glasgow 
Students’ Society, and took considerable interest in the 
work of that Society and of the Scottish Branch. 

Of Dr. John Bell (Glasgow) it need only be said that for 
very many years, as a member of Council and one of the 
Vice-Presidents of the Branch, he gave whole-hearted 
service to the Scottish Branch in whatever way it was 
required, and his virile presence at the Council table will 
be much missed. 


Sir James Martin.—Sir James Martin, one of the 
founders of the Society, and its most valued servant 
and counsellor for half-a-century, died on August 21st, 
1935. Sir James Martin occupied an outstanding position 
in the accountancy profession, not only in this country 
but everywhere in the British Dominions where account- 
ancy is practised. His high character and his wise 
administration of the business of the Society for this long 
period without doubt chiefly contributed to the high 
position which the Society occupies to-day in the com- 
mercial world. 

JUBILEE OF THE SocieTy.—The Jubilee of the Society 
was celebrated on April 3rd, 4th and 5th last by a dinner 
in the Guildhall, London, and various other functions, 
and was attended by the President and Secretary and 
Mr. P. G. S. Ritchie, a member of Council of the Scottish 
Branch. All the functions were completely successful. 


MEMBERSHIP.—The membership of the Branch shows 
an increase, notwithstanding deaths and removals. Owing 
to heavier expenditure in connection with the joint 
meetings of students and other charges, the funds of the 
Branch show a small decrease. 


StupENts’ Socretres.—The membership of the 
Students’ Societies also shows an increase. Several 
meetings were held during the session 1935-36, when 
interesting and instructive addresses were given on 
professional subjects. A meeting was also held in Edin- 
burgh, when an opportunity was afforded to members 
in that city to meet the President and other members 
of Council. 


EXAMINATIONS.—The usual examinations were held in 
May and November, 1935, and were attended by 47 
candidates, the same number as sat last year. Of these 
two Preliminary, twelve Intermediate and six Final 
candidates passed. One of the Preliminary candidates 
and one Intermediate candidate each took First Place in 
the examination, and the Council have resolved to present 
prizes to the successful candidates at the annual meeting 
from the W. Davidson Hall Fund. 

In this connection the Council have received a seventh 
payment of £4 from Mr. W. Davidson Hall towards the 
Prize Fund, and Mr. Hall has been cordially thanked for 
his generous gift. Mr. D. Basu, B.Sc., Incorporated 
Accountant, Glasgow, has also generously offered a prize 
for Intermediate candidates, which the Council have 
accepted with pleasure. 


Lrprary.—Several additions have been made to the 
Library, including a set of Income Tax Cases. Mr. Walter 
MacGregor, Incorporated Accountant, Edinburgh, and 
a member of Council, has also very kindly again given 
a sum to be expended in library books. 


Giascow CHAMBER OF ComMERCE.—The Scottish 
Branch is represented in the membership of the Glasgow 
Chamber of Commerce by the President, Mr. Robert T. 
Dunlop, F.S.A.A., and Mr. John A. Gough, F.S.A.A. 


Lonpon CounciL.—The President and Secretary repre- 
sent the Scottish Branch on the London Council, and 
besides taking special cognizance of all matters affecting 
the interest of members in Scotland, take an active part 
in the general work of the Council. As a result of con- 
tinued representations it has now been decided to appoint 
a “* Moderator ” in connection with differences in practice 
between Scots and English Law and Practice in certain 
accountancy subjects. 

It has been arranged that another post-graduate course 
be held at Cambridge in July, 1936, and a conference in 
Belfast in 1937. 


Srmr James Martin Memoriat Funp.—The Council 
in London decided to raise a Fund to perpetuate the work 
done by Sir James Martin, having a two-fold object— 
(a) to assist in augmenting the Benevolent Fund, and 
(b) to found two Exhibitions for Intermediate candidates. 
The fund has met with a wide support, but donations are 
still being received. 


BENEVOLENT Funp.—The Council again commend the 
Society’s Benevolent Fund to the support of the members 
of the Scottish Branch, either by life membership, donation 
or annual subscription. Calls on the Benevolent Fund 
from Scottish members have fortunately been few, but 
when the necessity arose to make an application, the 
trustees dealt with it very generously. 

The Council also recommend that all members of the 
Branch, and senior candidates, should be subscribers to 
to the Incorporated Accountants’ Journal, the official 
organ of the Society, the annual subscription to which is 
12s. 6d. 


Vacancies In Councit.—The members of Council who 
retire at this time are :—Mr. Alexander Davidson, Peter- 
head ; Mr. E. Mortimer Brodie, Port-Glasgow ; Mr. W. L. 
Pattullo, Dundee ; and Mr. J. Cradock Walker, Glasgow. 
The co-option by the Council of Mr. William Hill Jack, 
F.S.A.A., 78, St. Vincent Street, Glasgow, to fill a casual 
vacancy also falls to be confirmed at this meeting. Mr. 
Robert Fraser, F.S.A.A., 55, West Regent Street, Glasgow, 
has been nominated by two members. There are, there- 
fore, six candidates for five vacancies. 


Aupirors.—The auditors, Mr. Robert Fraser, F.S.A.A., 
Glasgow, and Mr. J. C. McMurray, F.S.A.A., Kilmarnock, 
also retire and are eligible for re-election. In the event 
of Mr. Fraser being elected a member of Council another 
auditor would require to be appointed. 


Scottish Notes. 


(FROM OUR CORRESPONDENT.) 


Scottish Council. 

A meeting of the Council of the Scottish Branch was 
held in Glasgow on Friday, the 6th ult. 

There were present :—Mr. Robert T. Dunlop, President 
of the Branch ; Mr. W. Davidson Hall, Vice-President ; 
Mr. Walter MacGregor and Mr. J. Stewart Seggie, Edin- 
burgh ; Mr. William Houston, Mr. John A. Gough, Mr. P. 
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G. S. Ritchie, Mr. W. Hill Jack and Mr. E. Hall Wight, 
Glasgow ; Mr. E. Mortimer Brodie, Port Glasgow ; Mr. J. T. 
Morrison, J.P., Coatbridge ; and Mr. James Paterson, 
Secretary. 

Apologies for absence were intimated from :—Mr. D. R. 
Matheson, M.A., LL.B., Edinburgh; Mr. D. M. Muir, 
Dunfermline ; Mr. W. L. Pattullo, Dundee, and Mr. W. J. 
Wood, Perth. 

The Secretary reported on a number of membership 
matters, and action taken with regard to them. 

At a meeting of Council held after the annual meeting, 
Mr. Robert T. Dunlop was re-elected President, Mr. W. 
Davidson Hall and Mr. D. R. Matheson were re-elected 
Vice-Presidents, and Mr. Walter MacGregor was elected 
a Vice-President to fill the vacancy in that office caused 
by the death of Dr. Bell. Mr. Festus Moffat, F.S.A.A., 
Falkirk, was co-opted a member of Council in place of 
Dr. Bell. 


Two Savings Bank Centenaries. 

When, in 1810, the Rev. Dr. Henry Duncan founded his 
little Savings Bank in Ruthwell, Dumfriesshire, he could 
hardly have foreseen the development of the Savings Banks 
movement. While the initiation of this thrift movement 
by Savings Banks is to the credit of Scotland, the per- 
mission to deposit their funds with the National Debt 
Commissioners was not given to Scotland until 1835, 
although that permission had been given to English 
Savings Banks some years earlier. 

The Glasgow and Edinburgh Trustee Savings Banks, 
which were founded in 1836, celebrated their centenaries 
last month, the former by a dinner in Glasgow and the 
latter by a luncheon in Edinburgh. The Glasgow Savings 
Bank is the largest Trustee Savings Bank in the British 
Isles and one of the most important in the world. Its 
funds are now over £34,000,000, while the Edinburgh 
Savings Bank has £16,000,000. Congratulations were 
received from the King and the Chancellor of the Ex- 
chequer. Mr. Maurice F. Headlam, Comptroller-General, 
National Debt Office, London, who was one of the speakers 
at Glasgow, mentioned that last year no less than 
£45,000,000, came into his office for investment from the 
See Office Savings Banks and from the Trustee Savings 

anks. 

Mr. Robert T. Dunlop, President of the Scottish Branch, 
represented the Society at both these functions. Mr. J. 
Stewart Seggie, a former President of the Scottish Branch, 
also joined Mr. Dunlop at the Edinburgh luncheon. 

It is interesting to note that four Scottish Savings Banks 
still operate under the original Savings Bank Act and 
not under the Trustee Savings Banks Acts. These are 
Greenock, Airdrie, Dumfries and Lockerbie, all flourishing 
banks, but outside the purview of the National Debt 
Commissioners and the Trustee Savings Banks Inspection 
Committee. 


Bachelor of Commerce Degree—Practical Training. 

A conference of representatives of English, Scottish 
and Irish Universities was held recently in Edinburgh. 
A discussion took place as to practical training for the 
Bachelor of Commerce degree. Mr. Wemsley, Birming- 
ham, moved a resolution that the Bachelor of Commerce 
course should include practical training. He pointed out 
that in engineering, law, and similar degrees practical work 
was necessary while it seemed to be assumed that in 
commerce none was necessary. Mr. Bufton, Belfast, who 
seconded, thought that each student should be compelled 
to spend some time in an office or works during the 
summer vacation, and that all University staffs should 
have practical experience. It was contended, in oppo- 


sition to the motion, that a cultural basis was more 
essential. The motion was carried, as was also a resolu- 
tion to form a British Association of Commerce graduates, 
the executive of this body to have power to grant Asso- 
ciateships and Fellowships to commerce graduates who 
fulfil the requirements as to practical experience which 
the executive shall demand. 


Notes on Legal Cases. 


[The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1925) 2 K.B. :— 

T.L.R., Times Law Reports ; The Times, The Times 
Newspaper ; L.J., Law Journal ; L.J.N., Law Journal 
Newspaper; L.T., Law Times; L.T.N., Law Times 
Newspaper ; S.J., Solicitors’ Journal ; W.N., Weekly 
Notes ; S., Session Cases (Scotland); S.L.T., Scots 
Law Times ; 1.L.T., Irish Law Times ; J.P., Justice of 
the Peace (England) ; L.G.R., Knight’s Local Govern- 
ment Reports; B. &. C.R., Bankiuptcy and Company 
Cases. 


COMPANY LAW. 
Hunter v. Hunter. 
Mortgage of Shares. 

The House of Lords held that a mortgagee of shares 
in a company, in which the rights of transfer of shares 
are limited, cannot sell the mortgagor’s beneficial interest 
while retaining for himself the legal title. 

(H.L. : (1936) L.J.N., 166.) 


In re Anyek Syndicate. 
Winding Up. 
“Bennett (J.) held that a liquidator cannot reopen a 
proceeding in a winding up if he has omitted to carry in all 
his objections. 
(Ch. : (1936) L.J.N., 186.) 


EXECUTORSHIP LAW AND TRUSTS. 
In re Kingcome. 
Income Tax Recovered for Benefit of Estate. 

Bennett (J.) held that the beneficiary under a will of 
an annuity free of tax may be declared to be a trustee for 
the benefit of the estate of the testator not only of money 
received in respect of income tax deducted at source, 
but also of the statutory right to recover such money. 

(Ch. : (1936) L.J.N., 129.) 


In re M. N. Long. 

Dispositions on One Side: Signatures on the Other. 

The signatures of the testator and witnesses were on 
one side of a sheet of notepaper and the dispositive 
directions were on the other. 

The Court being satisfied that the whole document 
was written before the signatures were made, and that 
the dispositive part of the document might be fairly read 
as preceding and leading up to the part containing the 
signatures, the will was admitted to probate. 

(P.: (1936) L.T.N., 192.) 


INSOLVENCY. 
In re Cuthbert. 
Bankruptcy of Third Party. 

Clauson (J.) held that the giving up of a right to prove 
in the bankruptcy of a third party is a good consideration 
for a promise to pay an amount agreed and in default of 
payment the promisee is entitled to prove for the amount 
in the subsequent bankruptcy of the promisor. 

(Ch. : (1936) L.J.N., 187.) 


In re a Debtor (No 11 of 1935). 


nee BE Deed of Assignment. 

If in bankruptcy proceedings the execution of a deed 
of assignment is relied on by a creditor as an act of bank- 
ruptcy by a debtor and as a ground for the making of 4 
receiving order, the Court may dismiss the petition and 
refuse to grant the petitioning creditor relief if it appears 
that he was himself a participator or sharer in bringing 
the deed into existence. 

(Ch. : (1986) 1 Ch., 165.) 
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